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1 | NDEX
2 ACTION | TEM PAGE
3 1. Approval of the m nutes of Novenber 17, 12
4 2016.
5
6 2. Executive Director's Report. 13
7
8 3. Publi ¢ Comments: Conmuni cations, reports, 21
9 requests for future actions of the Board.

10 Not e: Persons addressing the Board under

11 this itemw || be restricted to three (3)

12 m nutes for their presentations.

13

14 | 4. Di scussion and action by the Board regarding 22
15 the status of itens noted as outstandi ng on

16 the follow ng applications for license to

17 conduct a horse racing neeting of the

18 foll ow ng racing associ ations that were

19 conditionally approved at the Novenber 17,

20 2016, Regul ar Meeting of the Board: Los

21 Al am t os Horse Racing Association, at Los

22 Al am t os Race Course, comrenci ng Decenber 7,

23 2016 t hrough Decenber 20, 2016, inclusive;

24 Los Angeles Turf Cub at Santa Anita Park

25 Race Track, commrenci ng Decenber 21, 2016
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3 through July 4, 2017. Opening day is
4 Decenber 26, 2016, at Santa Anita and
5 the Pacific Racing Association at Gol den
6 Gate Fields, conmencing Decenber 21, 2016
7 t hrough June 20, 2017, and, again, opening
8 day is Decenber 26, 2016.
9
10 Di scussion and action by the Board 83
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12 Fair's August 2, 2017 through August 22,
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15 during the third week.
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17 D scussion by the Board regarding the 86
18 subm ssion to the Board of the Southern
19 California Vanning and Stabling agreenent,
20 to i nclude proposed financial and
21 operational plans for the upcom ng cal endar
22 year, as required pursuant to Business and
23 Pr of essi ons Code Section 19607.1
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Hunti ngton Court Reporters & Transcription, Inc. 6

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




California Horse Raci ng Board Regul ar Meeting, Decenber 15, 2016
1 | NDEX
2 ACTION | TEM PAGE
3
4 Wagering Inc. (NCOTWNC) to continue the
5 nodi fication of the distribution of market
6 access fees from advance deposit wagering at
7 arate of 2.9 percent as permtted under
8 Busi ness and Prof essions Code Section
9 19604(f)(5)(E) for wagering conducted by
10 t hor oughbred associations in the Northern
11 zone during cal endar year 2017.
12
13 10. D scussion and action by the Board regarding 138
14 the request from Southern California Of
15 Track Wagering Inc. (SCOTWNC) to continue
16 the nodi fication of the distribution of
17 mar ket access fees from advance deposit
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19 perm tted under Business and Prof essions
20 Code Section 19604(f)(5)(E) for wagering
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22 t he Southern zone during cal endar year 2017.
23
24 11. Report fromthe Medication, Safety, and 139
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1 PROCEEDI NGS

2 9:41 A M

3 LOS ALAM TGS, CALI FORNI A, THURSDAY, DECEMBER 15, 2016

4

5 CHAI RVAN W NNER:  Ladi es and gentlenen, this

6 neeting of the California Horse Racing Board will conme to

7 order. Please take your seats.

8 This is the regular noticed neeting of the

9 California Horse Raci ng Board on Thursday, Decenber 15,
10 2016, at the Los Al amtos Race Course, 4961 East Katella
11 | Avenue, Los Alamtos, California.

12 Present at today's neeting are: Chuck Wnner,
13 Chai rman; Madel i ne Auerbach, Conm ssioner; Ceorge

14 Kri kori an, Conmm ssioner; and Al ex Solis, Conm ssioner.
15 Before we go on to the business of the neeting
16 need to make a few comments. The Board invites public
17 coment on the matters appearing on the neeting agenda.
18 | The Board also invites coments fromthose present today
19 on matters not appearing on the agenda during the public
20 comment period if the matter concerns horse racing in

21 California.

22 In order to ensure all individuals have an

23 opportunity to speak and the neeting proceeds in a tinely

24 manner, | will strictly enforce the three-mnute tine
25 limt rule for each speaker. The three-minute tinme limt
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rule will be enforced during discussion of all matters as
stated on the agenda, as well as during the public conment
peri od.

There is a public comment sign-in sheet for each
agenda matter on which the Board invites comments. Al so,
there's a sign-in sheet for those wishing to speak during
the public comment period for matters not on the Board's
agenda if it concerns horse racing in California. Please
print your nanme |l egibly on the public comment sign-in
sheet .

When a matter is open for public comment, your
name will be called. Please cone to the podi um
I ntroduce yourself by stating your nanme and organi zation
clearly. This is necessary for the court reporter to have
a clear record of all who speaks. Wen your three m nutes
are up, | will ask you to return to your seat so others
can be heard.

When all the nanes have been called, | wll ask
I f there is anyone el se who would like to speak on the
matter before the Board. Also, the Board may ask

questions of individuals who speak on any item If a

speaker repeats hinself or herself, I wll ask if the
speaker has any new comments to nmake. |f there are none,
the speaker will be asked to |l et others nake comments to
t he Board.
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1 Before we go on to the agenda, | would like to

2 ask that we take a nonent of silence because of the |oss

3 of one of our great jockeys yesterday. You may know

4 Garrett Gonez passed away, and | think everyone in racing
5 who knew Garrett and his famly feel very saddened by this
6 and wi sh the very best and condol ences to Garrett's

7| famly.

8 Soif we could, I would like to ask that we take
9 a nonent of silence.

10 (Monent of silence.)

11 CHAIl RVAN W NNER:  Thank you.

12 Al ex, did you want to say sonethi ng?

13 COW SSIONER SOLI'S: Garrett -- we spent a | ot
14 of time together, not only a great rider but a great

15 friend too, and it is just too bad that such a great

16 person with such trouble, and sad that we lost himin such
17 | a way.

18 And like I said, we spent a |lot of tinme playing
19 golf and we took a few trips to Panama toget her when we
20 have our racing carnival over there, and ny famly and we
21 are very sad about it too and nmy prayers are for himand
22 his famly in such a trying tine.
23 CHAI RVAN W NNER:  Thank you. Rest in peace,
24 Grrett.
25 Shall we nove on to the approval of the m nutes

Hunti ngton Court Reporters & Transcription, Inc. 12

301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988




California Horse Racing Board Regul ar Meeting, Decenber 15, 2016

1 fromthe Novenber 17, 2016, neeti ng.

2 Is there a notion? Are there any coments or

3 additions or changes to the m nutes?

4 Comm ssi oner Kri korian noves; Conm ssioner Solis

5 seconds.

6 Comm ssi oner Auer bach, how do you vote?
7 COW SSI ONER AUERBACH:  Yes.

8 CHAI RVAN W NNER:  Chai rman votes yes.

9 Commi ssi oner Kri korian?

10 COW SSI ONER KRI KORI AN: Yes.

11 CHAIl RMVAN W NNER:  Conmm ssi oner Sol i s?
12 COW SSI ONER SOLI'S: Yes.

13 CHAI RVAN W NNER:  Mbtion carri es.

14 Executive Director's report.

15 M . Baedeker.

16 EXECUTI VE DI RECTOR BAEDEKER:  Thank you,

17 M. Chairman.

18 In the spirit of the season, | amgoing to limt
19 my remarks to positive things. Sonetines our focus is on
20 contentious or difficult itens, not the case at least in
21 | what | amgoing to present.

22 First of all, | want to talk about a party that
23 | was just held at Santa Anita this week, and it was a

24 Christmas party that for years was put on by CTT, and who

25 al so did Thanksgi ving parties. But funding got tough for
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CTT and so they reached out for help to the racetracks,
and the racetracks have cone forward, along with TOC and
CTHF and the Gregson Foundation, the Chapl ai ncy Program
OGak Tree, and others who have nmade major contri buti ons,
both with significant dollars but also the | abor to nmake
it happen to be fun for the whol e backstretch conmunity.

So the party at Santa Anita was held this week.
There were several people volunteering, serving foods and
drinks, trainers, owners, Santa Anita executives, our own
Commi ssi oner Auer bach, students from Holy Angel s and
numer ous ot her racetrack enpl oyees. The event was a
| uncheon that provided food, drinks, and desserts to al
of the backsi de enpl oyees, plus they gave out toys to the
kids, to all the kids, raffled off big screen tel evisions,
m crowave ovens, bikes, and other gifts.

Luis Jauregui characterized it as the horse
raci ng comng together to thank the backside community for
all that they do. And | think everybody in the industry
woul d thank all of those who worked to put on the party
and contributed to it, and it's one of the good things in
raci ng that maybe is overl ooked, and there are many
ot hers, of course.

Speaki ng of good things, | have the financials
for Novenber, which this year feature two days of

Breeders' Cup. And for the nonth, daytinme racing was up

301 N. Lake Avenue,
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1 68 percent in total handle, nighttinme racing was up

2 5 percent altogether; in Novenber, the nunbers were up

3 61 percent and that kind of flipped a negative

4 | year-to-date nunber to a positive. Daytine racing up

5 1.2 percent, nighttinme just about up just a little |ess

6| than 1 percent, all in racing for the year of 1.1 percent.
7 Now, it gives ne great pleasure to acknow edge a
8 coupl e of people that have made terrific contributions to
9 the industry. There was an event in Tucson | ast week.

10 | The great -- the Big Sport of Turfdom Award was given to
11 Art Sherman. That award was given by the Turf publicist.
12 There was anot her award that was given by the

13 Racing O ficials Accreditation Program which for the | ast
14 coupl e of years has acknow edged superior stewards from
15 around the country. The stewards are nom nated by their
16 peers and voted on by a conmttee of racing

17 representatives.

18 And | am pleased to say that this year -- by the
19 way, they had given an award to a retired jockey, and |I'm
20| sorry -- aretired steward and an active steward. And
21 this year our own Dennis Nevin was honored with the ROAP
22 Pet e Pederson Qutstanding Steward Award.
23 And | want to tell you a little bit about
24 Dennis. | made himconme down here today. He is an old
25 guy, as you can tell. He graduated from San Jose State
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with a degree in philosophy and psychol ogy, which of
course qualified himperfectly for the horse racing

I ndustry. In 1974, he sought and recei ved an appoi nt nent
as a steward begi nning a 35-year association with the
California Horse Racing Board. Hi's duties as a steward
have taken himto tracks across California, including
Bay Meadows, Del W©Mar, CGolden Gate, Holl ywood Park, Santa
Anita, and all the California fairs. He is acknow edged
as one of the premer stewards in the state, and his early
deci sion to devote hinself to a career in the racing

I ndustry has had the wonderful side effect of benefiting
not only hinself but California racing.

And rat her than use ny inadequate words to
describe Dennis, | would like to use the words of his
fellow steward that has served with himfor many years in
the North, John Her buveaux.

John says, "If asked to describe Nevin in one
word, ny response woul d be 'tenacious.' | n sone cases,
that word mght inply negative connotations, but the
reverse is true when it cones to Dennis. He regards the
rules of racing and the integrity of the sport attached
thereto as sacred ground and will defend his post with all
avai |l abl e resources. His love of all animls has taught
himto make the welfare of the horse his first concern and

he is relentless in his pursuit to protect the ones who
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cannot speak for thenselves. These qualities, along with
a sense of generosity known throughout the state have nade
Dennis Nevin widely respected by those who wal k the halls
and shed rows of horse racing.”

And | would argue that that respect and
appreci ati on goes beyond that, certainly, to this table.
Pl eased that Dennis has been acknow edged by the racing
i ndustry in the United States. And so | would like to
re-present Dennis, who received this award | ast week, for
the benefit of everybody here in the roomand especially
t he conmm ssi oners.

And Dennis, if you'd cone forward and maybe the
conmm ssi oners would conme around and we could have a
picture with Dennis.

(Presentation of award.)

EXECUTI VE DI RECTOR BAEDEKER: Wl | done, Dennis.
Congr at ul ati ons.

And now, | adies and gentl enen, one nore
presentati on.

Robert Browning MIler, seated at the | ast
m crophone there, is retiring. And | want to read a
little bit of background about Bob.

After serving in the U S Mrine Corps,

i ncluding an all-expense paid trip to Vietnam Bob

attended the University of the Pacific, MGeorge School of
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Law, in Sacranento. While in |law school, Bob net the
United States attorney for the Eastern District of
California, Dwayne Keyes, and this eventually led Bob to
being hired as an Assistant U S. attorney follow ng

gr aduati on.

Wiile in the U S Attorney's office, he
represented the United States in the, quote, Roseville
Bonb Expl osion Litigation, unquote, which was in trial for
two years. Bob told ne about that case, and it was a
freight train that was | oaded with bonbs. | amnot sure
if it was Navy or Air Force or who they bel onged to.
Anyhow, it came over the Sierras, stopped down in
Rosevill e, and unfortunately, one of the brake systens on
one of the cars had caught fire, which nobody noticed.
That car exploded and it set off a chain reaction of bonbs
exploding in the freight yard in Roseville.

Bob, who did you defend in that?

MR, MLLER The Arny, the Navy, and the Federal
Rail road Adm nistration. All federal agencies.

EXECUTI VE DI RECTOR BAEDEKER: Yeah. Pretty
heavy duty stuff.

He al so represented the United States in
litigation involving Mono Lake and the Los Angel es
Department of Water and Power. After serving in the U S

Attorney's office for six and a half years, Bob joined the
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Sacranmento |l aw firm of Kronich, Mskovitz, Tiedenmann, and
Grard where he practiced civil litigation, including
wat er | aw and construction defect matters.

After being with that firmfor 12 years, he
deci ded to becone a sole practitioner. Later he joined a
small litigation firmand then the |icensing section of
the Californian Attorney General's office. Wile in the
| i censing section, Bob represented the boards and bureaus
of the Departnent of Consunmer Affairs before the Ofice of
Adm ni strative Hearings, Superior and Appellate Courts.

Wiile in the AGs office, Bob cane to know
Kirk Breed, who in February of 2008 woul d be appointed the
executive director of the CHRB. Shortly thereafter, a
full-time staff counsel position was created at the Board
and Kirk told Bob and anot her person that he was | ooking
to hire a qualified attorney, a staff Counsel Il in State
service. Bob told himthat he nmet the qualifications, and
in typical Kirk Breed fashion, Kirk told Bob to apply for
the job. Then he told himto interview for the position.
And finally, Kirk told Bob to take the position. So Bob
has been Chief Counsel to the Horse Racing Board since
May of 2008.

Bob and his wfe Katie of 49 years have two
daughters, both |lawers, and four grandchildren. Bob

of ten says that his daughters, Suzanne and Nancy, both
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becane attorneys against his advice. In retirenent, Bob
is looking forward to perfecting his golf game. There
iIs a bit of work to be done there, traveling around the
United States with Katie, visiting national parks and just
enjoying life wwth famly and friends.

And | have a special letter here that | would
like to read. It's addressed to Robert Browning Ml ler.

"It is an honor to congratul ate you as you
retire fromthe California Horse Racing Board foll ow ng
17 years of dedicated service to the State of California.
Public service is challenging yet rewardi ng work, and
commend you for choosing a career serving our gol den
state. Your experience, skills, and contributions have
benefited your fellow citizens. You have hel ped to neet
the needs of California and its residents for many years,
and | thank you. Best wi shes for the future. | hope your
retirement is rewarding and you enjoy it to the fullest.
Sincerely, Jerry Brown, Governor of California."

Bob, congratul ati ons on your retirenent, and
t hank you for your service.

MR. M LLER  Thank you very nuch.

MR. BAEDEKER: CQur pl easure.

How about anot her picture? Can we cone out
front here?

CHAl RMVAN W NNER: Let's do it.
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MR MLLER Al right. Thank you very nuch.
Thank you all.

EXECUTI VE DI RECTOR BAEDEKER: | al so have for
Bob a coveted gold free adm ssion pass that will get him
past any turnstile in California racing.

MR. M LLER  Thank you very nuch.

CHAI RVAN W NNER: | think everyone here knows
how i nportant Bob has been to racing in California and
especially to this Board with his -- not only his sage
advi ce and counsel but his friendship. He is truly a
speci al person, and we are going to mss having him at
every neeting for sure. W wish himwell, as Rick said,
and we wish his famly well and just enjoy your
retirenent.

Movi ng on then to the public comrent period,

Debra Burke -- or Burt.

M5. BURT: Good norni ng.

CHAI RVAN W NNER:  Good nor ni ng.

M5. BURT: | am Dorothy Burt --

CHAI RVAN W NNER: Ch, | apol ogi ze.

M5. BURT: -- and | amhere -- it's all right.
| don't wite real well. And | amhere as a

representative of ARAC, the Arabian Racing Associ ation of
California. And since we only are able to race at the

fairs, | amjust going to nake a comment to pl ease
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consi der maybe neeting in Northern California nore than
just two tinmes. Your schedule for 2017 is pretty nuch
exactly the sane as 2016 -- 2016, pardon ne, and it's very
difficult when you are involved in making decisions for
Northern California for people fromMNorthern California to
conme all the way down here and neke a presentation or
attend the neetings to find out what's going on. So |
woul d just ask you to consider maybe increasing your
meetings in the North. It would be nuch nore equitable.
Thank you.

CHAI RVAN W NNER:  Thank you, and we wi ||
certainly consider that, and I will leave it up to
M . Baedeker to work with Ms. Wagner, and we'll see if
t hat can be done.

Moving on, then, to item nunber -- is any other
person who would |i ke to speak during the public comrent
period on any issue that relates to racing in California?

Al right. Then we will nove on to Item No. 4:

D scussion and action by the Board regarding the
status of itens noted as outstanding on the foll ow ng
applications for license to conduct a horse racing neeting
of the follow ng racing associ ations that were
conditionally approved at the Novenber 17, 2016, Requl ar
Meeting of the Board: Los Al amtos Horse Racing

Associ ation, at Los Alamtos Race Course, commencing
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Decenber 7, 2016 through Decenber 20, 2016, inclusive; Los

Angel es Turf Club at Santa Anita Park Race Track,
commenci ng Decenber 21, 2016 through July 4, 2017.
Openi ng day is Decenber 26, 2016, at Santa Anita and the
Paci fic Racing Association at Gol den Gate Fi el ds,
commenci ng Decenber 21, 2016 through June 20, 2017, and,
agai n, opening day is Decenber 26, 2016.

EXECUTI VE DI RECTOR BAEDEKER. So M. Chairnan,
these licenses were granted conditionally upon receipt of
all of the outstanding itens at the last neeting. So
since then, we have been able to cross Los Alamtos off
the list. Al of their itens are in but we still have
outstanding itens from LATC and PRA; so woul d sonebody
want to conme forward and update us as to the status of
those itens?

CHAI RVAN W NNER:  Scott. M. Daruty.

MR. DARUTY: Scott Daruty on behalf of Santa
Anita. We'll start there.

W were able to conplete our TOC contract and
t hat has been signed and submitted to you. As you know
there were a lot of issues related to ADWand ot herw se
that were holding that up but that agreenent has now been
conpleted. W have continued diligently to try to get an
agreenent with CIT in place but we do not have that as we

sit here.
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There have been a nunber of issues raised
recently by CIT where we were -- and by the way, one of
the things they wanted to do is find out where we | anded
on some of our TOC issues. As we sat |ast nonth before
you, the CTT agreenent had been finished and they were
just waiting to see where we | anded on stabling before
they would sign, but since that tinme a nunber of other
I ssues have been raised by CITT.

So we are doing our best to work through it. W
will continue to try to work through it. It is ny
continued belief, and | have expressed this to the Board
before, that the CIT agreenent is not sonmething that is
mandated by statute. | understand that you have nandated
it, and we're doing our best to conply with that, but
ri ght now we don't have the CTT agreenent signed.

That noves us in, if I amnot m staken, to the
ADW arena. | think the other itemthat was outstanding
related to ADWcontracts. That has been a whol e ness of
its own. There was a push by the TOC to mandat e
geol ocating. You guys are all well famliar with that
I ssue. Yesterday there was a neeting of the Pari-nutuel
Wagering Conmttee at which the ADW were call ed before
the conmttee, and | guess the term| would use was
repri manded for a nunber of different issues. | feel that

Santa Anita, as the first race neet of the cal endar year
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or the racing year, is sort of caught in the mddle here.
The ADWs are, after all, a vendor for the racetracks, not
just for Santa Anita but for all racetracks in the state.

| made sone statenents yesterday in support of
the ADW and was sonewhat chastised as being conflicted on
the matter since the Stronach G oup owns its own ADW
conpany. So we have worked diligently to try to get
agreenents in place with ADW conpani es that has been a
noving target. After yesterday and after hearing the
number of issues we heard before the commttee,
specifically we heard CRIMS testify for alnost 30 m nutes
about how difficult it is to do the accounting for the
ADW, how originally there were just a few ADW, and now
it has grown to six or seven and the workl oad has
I ncreased volum nously and therefore greater paynents are
required to cover those costs, we heard about the unions
objecting that all these ADW are nowin the state and are
not hiring union enployees. W heard the commttee
question the ADW about charitable contributions that they
may or nmay not be maki ng and whether that is sufficient.
And, of course, we still have the geol ocation issue which,
when it is finally inplenmented, is going to add a very
| arge |l evel of conplexity to the whol e ADW environnent,
not that it necessarily neans we shouldn't do it but it

means it is going to be nuch nore conplex than it has been
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In the past.

So with all that background, after the conmmttee
neeti ng yesterday, we sort of canme to the conclusion we're
not sure we are doing the right thing at Santa Anita by
sticking our neck out, getting -- you know, taking heat
from horsenmen and regul ators on one side and from ADW on
the other for not giving themthe kind of deals they
necessarily want; so we really | ooked at our approach and
said what are we trying to acconplish. There's others in
the industry, other tracks who can do what they want, but
as far as Santa Anita, we feel right now that the right
thing may be to limt a little bit nore the nunber of ADW
t han have been contracted with Santa Anita in the past.
That's particularly true given the increasing | evel of
conplexity that is involved.

When this Board issues a regulation, it doesn't
just inplenent itself. There's a lot of work for the
tracks, fromthe horsenen, and from others as we, again,
heard from Mark Thurman at CRI MS yesterday.

So where we are with ADWis we have a hub
agreenent wwth TVG and as of about 48 hours ago, TVG has
signed an agreenent with both Santa Anita and with the TOC
to i npl enment geol ocation technology and to pay a -- or to
accept a reduced hub fee on wagers that take place at

Santa Anita Park.
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We happen to believe, and | heard a | ot of
criticismleveled at all the ADW yesterday, we happen to
believe that the conmtnent nmade to racing by TVGis
tremendous. The anpunt of noney they spend on tel evision
I's huge. You all know that ny conpany and TVG battl ed
|l ong and hard for many years, but we are at a place now
where they are our television distribution partner, they
televise nore California racing than they do of any other
racing fromany other jurisdiction. The biggest
beneficiary of that, we believe, is Santa Anita having the
| ongest neet, and Gol den Gate as well having the | ongest
neet. Certainly Del Mar and others benefit al so, but we
think the relationship with TVG has been good.

And back to the point of this agenda item where
are we on our ADWcontracts, everything is in place with
TVG W are going to nove forward with Xpressbet too.
don't think a huge explanation on that one is necessary.
But I will say that Xpressbet has al so signed a contract
Wth Santa Anita and wwth the TOC to i npl enent geol ocati on
technol ogy on the sanme terns and conditions as the TOC
required of TVG

There are two others who were before the
Pari-nmutuel Commttee yesterday that we think are critica
as partners in the national marketplace. TV -- sorry,

NYRA and Churchill Downs each have ADW that have been
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licensed by this Board. W have hub agreenents in place
for the comng year with both of them W have presented
geol ocati on agreenents to each of them although those are
not signed yet.

| don't know -- | nmean | guess we'd have to ask
them what they intend to do, each of them wth that
geol ocation agreenent. But as the racetrack that is now
before you telling you where we are on all of our
contracts, | think we have done everything we can with
those two. Again, a hub agreenent is in place, sinmulcast
agreenents in place, and a geol ocation agreenent has been
presented to them

And that's -- you know, that's where we are at.
We think, again, on those two, if you |ook at what they
contribute to the industry nationw de, NYRA obviously
produces sonme of the best horse racing content in the
country, races that our fans in California |like to bet on
regularly. W also find it very inportant to sell our
racing signals into the New York marketplace. W feel the
same way about Churchill Downs selling our content into
Kentucky and Il linois and Loui siana has inplications that
are very significant for California, and so we think those
partnership are inportant as well.

Again, given the position we're in, which is

sort of caught in the mddle and getting, we feel,
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1 crossfire fromboth sides, that's our plan as we sit right
2 now for the ADW nmar ket pl ace. Those are the parties we
3 intend to contract with, and | think that is the fina
4 item if | amnot m staken, ADWon our outstanding issues.
5 | s there anything el se?

6 MR. BAEDEKER: Your sinul cast agreenment, that's
7 the only reference here. |t says expires on

8 Decenber 25th. | presune that's the Monarch -- those are
9 t he Monarch docunents that you have tal ked about before

10 | that -- they are negotiated for the entire year or so.

11 Sonetines there is a timng issue.

12 MR. DARUTY: Correct. They are done -- they are

13 done annually. W are the ones who always sit before you

14 on this issue because we go first in the year, and then

15 once they are done for the year, every other track in

16 California has themin place already, including CARF.

17 Those contracts are one of two situations. W'd

18 have to go, you know, one by one, which would take

19 forever; so |l will give you the general answer as one of

20 | two things: Either a new agreenent is in place for each

21 sinmul cast outlet, including the ADW, or to the extent

22 | there's not one in place, last year's contract has a

23 provision in it that says to the extent a new contract is

24 not executed and should the track and the CHRB consent to

25 al | ow wagering to continue through that outlet, then the
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1 ol d contract continues over. So it's essentially an

2 extension of the agreenent that was in place for 2016.

3 EXECUTI VE DI RECTOR BAEDEKER: So, Scott, you

4 could submt sonething to the Board that says these

5 agreenents are in place as of now, these agreenents are

6 not in place, but the contract will be extended per the

7 2016 agreenent? At |least give the Board sonething to work

8 of f of.

9 MR. DARUTY: Yes. Okay. So I'mnot trying to
10 be evasive. | believe -- | believe all agreenents are in
11 pl ace that are necessary. The only reason |I'm hedging a
12 little bit is you are not specifically saying the
13 si mul cast agreenent with which entity. So if you are
14 | tal king about simulcast agreenents just in the ADW arena,
15 then as for TVG Xpressbet, NYRA s account wagering
16 platform and Churchill Downs's account wagering platform
17 yes, those agreenents are in place.

18 EXECUTI VE DI RECTOR BAEDEKER: | guess what |'m
19 saying is your race neet application says you are going to
20 be sinulcasting to all these |ocations around the country
21 and the worl d.

22 MR, DARUTY: (Ckay. So that's --

23 EXECUTI VE DI RECTOR BAEDEKER: And so -- so we

24 need to know whi ch ones you have a deal w th, which ones,
25 you know, you will have a deal wth, or effectively you
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have a deal with because of the carryover of the 2016
contract as you descri bed.

MR, DARUTY: Ckay. |I'msorry. | m sunderstood.
| thought your question was directed to the ADW segnent.

If you are tal king about the long list of
bri ck-and-nortar |ocations --

EXECUTI VE DI RECTOR BAEDEKER: Ri ght.

MR. DARUTY: -- that we send, those are all in
pl ace.

EXECUTI VE DI RECTOR BAEDEKER: (kay. Very good.
Have you furni shed sonething to the Board?

MR, DARUTY: | don't believe we typically send

every contract. Wat we typically send is a list that

says here are the outlets. W've never -- we'd be happy
to but it's --

EXECUTI VE DI RECTOR BAEDEKER: No. | think
that's just fine. Just so that -- and nmaybe,

unfortunately, we're at a loss this nonth because our
cornerstone, Jackie Wagner, is on the disabled list. She
has an infected foot that she has got to keep up for a
week. So if we tend to ranble here it is alittle bit --
it is because we can't | ook to Jackie and get a quick
answer on sonet hi ng.

So it seens to ne that we probably need

sonething fromyou saying that all of those sites that
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1 were included in our race neet application have entered

2 into an agreenent, a simulcast agreenent.

3 MR. DARUTY: Yes, | can do that. That is done,
4 and we woul d be happen to submt that to the Board.

5 EXECUTI VE DI RECTOR BAEDEKER: And can | just

6 clarify that you currently have your ADW-- a signed deal
7 w th TVG and Xpressbet and you antici pate having a signed
8 deal with NYRA and TwinSpires that is not quite done?

9 MR. DARUTY: Well, we have signed deals wth

10 NYRA and Twi nSpires that, fromthe track's perspective,

11 are sufficient to conply with the law and to allow themto
12 | wager on our product. The wildcard here is that the TCC
13 has conme in with this desire -- strong desire to have

14 geol ocation. So we have been, you know, working to try --
15 you know, we're not necessarily totally in |lockstep with
16 TOC on that issue, but we understand it is inportant to

17 them and so we have been trying to assist in the process
18 of getting that agreenent in place.

19 We have sent to both NYRA and to TwinSpires a
20 geol ocati on agreenent that has nmet with the approval of
21 the TOC. Were it goes fromthere is really up to the TOC
22 and to the ADW which, again, is ny point that as a
23 racetrack we're sonewhat caught in the mddle here on this
24 I Ssue.
25 CHAI RMVAN W NNER:  Scott, first of all, thank you
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for giving the report of the pari-nutuel and wagering
committee neeting.

Secondly, | think it's not accurate to say that
you were chastised. | think the fact of the matter is
that what was intended was to make the point that when you
speak on behalf of one Stronach entity it should be at
| east noted that Stronach has entities that are affected
by or inpacted by what it is -- in the case yesterday you
wer e speaking on behalf of Mnarch, as | recall, and of
course that discussion involved both the racetrack as well
as Xpressbet. So it was inportant to point out that you

wear several hats, as you point out often. So I don't

think it is fair to say that -- certainly the intent was
not to chastise, | don't believe.
Is it your -- are you saying at this tine, then,

that Watch and Wager and Bet Anerica are not your -- you
are not intending to have ADW agreenents with then? |Is
that -- did | understand that correctly?

MR. DARUTY: That is correct.

CHAI RMVAN W NNER:  Am | m ssing anybody? You
nmentioned -- you nentioned TVG Xpressbet, Tw nSpires,
NYRA. Who am | m ssing?

MR. DARUTY: | think that is everybody.

CHAI RVAN WNNER: So just the two small ones are

being left out.
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1 MR, DARUTY: Well, they're not -- | wouldn't say
2| they're being left out. | would say there are other

3 opportunities for themin this marketplace to get a hub

4 agreenent or otherwise. Again, | just feel |ike we have
5 been sort of caught in the mddle and with the additional
6| workload that's now going to be required with geol ocation
7 and ot her regulatory issues.

8 One thing that does junp out is that at the

9 neeting yesterday there was an itemsubmtted, a handle
10 breakdown subm tted, and when you | ooked at the percent of
11 handl e froma couple of the ADW, it was actually |isted
12 at zero. And that calls into question, you know, should
13 we be doing all this work and putting in all this effort
14 and havi ng, you know, geol ocation agreenents and

15 technol ogi es and nore stuff to nonitor if there is not a
16 material contribution to the handle.

17 So at this point we think, you know, nmaybe

18 | scaling back and keeping it a little smaller is the right
19 thing to do, particularly with all the ADWi ssues that
20 | were raised yesterday. That's not to say that, you know,
21 ot her tracks have to do the sanme thing as Santa Anita but
22 | that is the position we are taking.
23 CHAI RVAN WNNER: And with respect to the
24 geol ocators, that is an agreenent between you and TOC
25 right? | nean that's not -- we haven't required that.
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1 MR. DARUTY: Not yet. That is correct.
2 CHAI RVAN W NNER:  COkay. Just to nmeke that
3 clear. That's a part of a contractural agreenent between
4 | you and TCC
5 MR. DARUTY: That is correct.
6 CHAI RVAN W NNER:  Ckay. Conm ssioner Krikorian.
7 COW SSI ONER KRI KORI AN: Wl l, first of all, not
8| to be negative, but just taking the time to hear the
9 request for license today w thout them having checked all
10 | the boxes, why are we doing that? W have conplained in
11 the past that we get to this point and it's a |last-mnute
12 | thing and we don't have -- we don't have all the boxes
13 checked on the applications. So the question is, why are
14 | we even hearing this natter today?
15 EXECUTI VE DI RECTOR BAEDEKER: So Commi ssi oner,
16 | the Board did approve the license application |ast nonth
17 but conditioned that approval on receipt of the
18 outstanding itens, and M. Daruty has just gone through
19 | the checklist and explained either what has been conpl eted
20 and subm tted and what has not.
21 COW SSI ONER KRI KORI AN: W don't have all the
22 itenms now This is the third year in a row that | have
23 been here that this has happened.
24 MR, DARUTY: Well, and not to be flippant, but I
25 suspect that may be the sane case next year too. | nean
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1 we are doing the best we can. There was an item-- there
2 is only one itemthat is outstanding, as best | can tell,
3 and if | am m ssing sonething, please junp in and tell ne,
4 but that is a contract wwth the CIT. That is not required
5 by statute. That is sonething that has been provided, you
6 know, at the request of this Board historically. It is
7 sonething that is used to | everage us because they know
8| that | don't want to conme sit here and get reprinmanded for
9 not turning in ny honework. And so they wait until the
10 | ast m nute and see how nuch stuff they can get out of us.
11 And, you know, | don't want to say that there
12 iIs -- 1 don't want to create the inplication that there is
13 a big conflict or negative relationship with the CIT
14 because we have actually been working very well with them
15 but no, we don't have an agreenent on the CIT. | don't
16 believe that is a requirenent for the |icense.
17 COW SSI ONER KRI KORI AN: How do we -- how do we
18 get -- how do we change things so that -- because there's
19 al ways negotiations that are ongoi ng between all the
20 different parties. Everyone has, you know, a different
21 interest. And just |ike you had negotiations with TOC on
22 | the geo issue and others, these things are ongoing on an
23 annual basis. How do we get to a point where we can draw
24 | the line in the sand so the Board has everything it needs
25 so that it can nmake, you know, the right -- correct
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1 deci si ons?
2 MR. DARUTY: Well, the challenge is that this
3 Board is doing its job, trying to regulate, trying to nmake
4 | sure it understands what is going on, and we totally
5 understand that and we totally respect that.
6 But when this Board mandates, for all the right
7 reasons, when this Board mandates a contract between two
8 parties, then you are going to give one of the two parties
9 | ever age, dependi ng on how you approach it. You can
10 either say if the contract is not in place then you don't
11 get a license and that gives the | everage to whoever is
12 not the racetrack, or you can say if there is no agreenent
13 reached then you can nove forward w thout and that would
14 give all the | everage to us.
15 So I don't know how to solve the problemyou are
16 pointing out. It is a problemand | don't -- you know, |
17 don't dispute that you guys as regul ators are doing the
18 right thing by asking to see all this. But | don't know
19 | that there is an answer to your question.
20 COWM SSI ONER KRI KORI AN Maybe we can find one,
21 and can we have CITT speak right nowto this issue and tell
22 us what is going on fromtheir perspective?
23 MR. BALCH. Al an Balch, California Thoroughbred
24 | Trainers.
25 | agree wth nost of what Scott said. | think
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1 part of the problemthis year, and | think it's very clear
2 fromhis renarks that if he doesn't believe -- not he, but
3 If the Stronach Group does not believe that a race neet
4 agreenent with the horsenen -- with the trainers
5 organi zation is a necessity, clearly, it's going to go to
6 bottom of the I|ist.

7 We object to that. W think particularly in
8| this day and age where the trainers are subject to so much
9 scrutiny in rule making and otherwi se that | don't think

10 | there's anything frivolous in the places where we are

11 apart. | think we're very close. W haven't had a

12 response to things that we nmade several days ago, one of

13 whi ch just cane up, actually, this week, which was, |

14 | think, unanticipated by Santa Anita as well as by us, but

15 | think they are all things that coul d have been resol ved

16 Monday or Tuesday or yesterday.

17 But clearly, there has been a |l ot of work on the

18 plate of the Stronach Goup with all of the ADWmatters

19 and so forth that M. Daruty just described. So | do

20| think it's inportant that there be a CIT agreenent in

21 place. | do agree with his comments on quote, unquote

22 | everage, although I don't agree with how he expressed it

23 because we're certainly -- certainly the trainers are not

24 in any position to be an equal party as far as |l everage to

25 a racing organi zation that controls nost of the cal endar
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1 in California.
2 COWMM SSI ONER KRI KORI AN Coul d you be specific
3| as to what the issues are?
4 MR. BALCH. In Northern California, we're really
5 down to one thing, if nmenory serves. Because the nunber
6 of horses is going to increase at Gol den Gate by about
7 30 percent if the stable area is filled up, we believe
8 that there should be two nore required track renovati ons,
9 one in the first part of the year and one in the second
10 part of the year because of the increased traffic on the
11 race track. And because it's a synthetic track, we think
12| that's critically inportant. W have nany of our
13 constituents, as you have heard before, that are very
14 di stressed with the stabling plan in Northern California,
15 but we have not nmade that an issue for this agreenent.
16 Qur Board has taken that up at sone | ength.
17 CHAIl RMVAN W NNER:  What about in Southern --
18 Alan, that is Northern California.
19 MR. BALCH. Correct. And that's -- that's --
20 CHAI RVAN W NNER:  What we're tal ki ng about now
21 I's Southern California.
22 MR. BALCH. Well, they are both on here so
23 | just took Golden Gate first.
24 CHAI RVAN W NNER:  Ckay.
25 MR. BALCH: In Southern California, one of the
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I ssues, of course, is the overall stabling plan. You
understand that there was a four-party agreenent that was
provided to the trainers as a fait acconpli. The
stabling -- the total capacity of the stabling that was
anticipated for January 1st is not going to be avail abl e
January 1st; so we would like to have a clear
understanding in witing of the capacity and how Gl way
Downs is going to be extended. | think that's probably
the critical issue.

We are faced with a situation within the | ast
week where all training was ordered stopped at Santa Anita
on all tracks yesterday with about three days notice. W
don't think that is correct. That is the last-m nute
thing that we put on the table and said hey, we think that
gi ven the inportance of a population of 1500 to 1800
horses, if you are going to stop training for anything
ot her than an act of God that there should be a notice
requi renent. W suggested ten days verbally. | have been
told that Santa Anita is willing to do seven days, which
is acceptable to us, as | have notified them so | think
we're down to a very few issues.

CHAI RMVAN W NNER: Al an, you're not -- go ahead.

COW SSI ONER KRI KORI AN No. Go ahead.

CHAI RVAN WNNER: | was just going to say, we're

tal ki ng about Decenber 26th, the opening. There's not
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1 going to be another neeting between now and Decenber 26t h.
2 | assume -- well, | don't want to assune anyt hi ng.

3 Are you suggesting in any way that the |icense

4 | shouldn't be granted?

5 MR. BALCH. Absolutely not.

6 CHAI RMAN WNNER: | didn't think so. So the

7 assunption is that you wll be able to work it out.

8| think that M. Daruty is correct in saying that no matter
9 how you go there is | everage on one side or |everage on

10 the other side, and | agree with him | don't know how to
11 sol ve that problemeither.

12 MR. BALCH. And | agreed as well, and | just

13 want to reiterate nmy agreenent that | understand --

14 don't |ike but | understand where we -- where the trainers
15 organi zation is on the pecking order of things that have
16 | to be gotten done because | think the TOC agreenent was,
17 If I"mnot m staken, just finished up maybe yesterday.

18 M. Daruty did nention that there is sone

19 potential consistencies or inconsistencies with the TOC
20 agreenent and our agreenent that we want to nmake sure are
21 ironed out. That takes sonme tine just to look at. W're
22 not privy to the TOC negoti ations; so we want to nmake sure
23 | that when the sane issue is covered in both agreenents

24 | that our agreenent is consistent with the TOC agreenent.

25 COW SSI ONER KRI KORI AN: Wl |, you know, | don't
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1 di sagree, and | don't think anyone on the Board di sagrees
2| with your concerns and which you are trying to achieve,

3 but it's the timng. Wy are we tal king about -- why are
4 | we tal king about these things today? Wy can't they have
5 been resol ved?

6 MR. DARUTY: | could offer a solution as well.
7 | mean one option is to sign the agreenent with a

8 provision in it that says we will continue to talk in the
9 Nort h about the nunmber of times that we put -- you know,

10 renovate the surface and in the South stabling. | nean

11 | that would be a way that | could then conme and say | have

12 met -- you know, | have checked off ny list, but it really

13 | doesn't resolve the issue.

14 COW SSI ONER KRI KORI AN:  No, it doesn't resolve

15 the issue, but they're also saying that they're not naking

16 | that a requirenent today, if | heard correctly.

17 MR. DARUTY: Correct.

18 COWMM SSI ONER KRI KORIAN:  So -- so why even --

19 | that could be sonething you could tal k about separately

20 | ater anyway, and then if you can't cone to an agreenent,

21 then we wll deal with it next year.

22 CHAI RVAN W NNER:  Any ot her questions?

23 Madel i ne.

24 COWMM SSI ONER AUERBACH: No. | just -- | share

25 | Comm ssioner Krikorian's concern, and | am al so concer ned
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that we do a |ot of wheel spinning wth these things, and
there are certain things that everybody knows has a tine
frame and a tinme limt.

And it's interesting because what Scott said was
that they had the agreenent done with CIT prior to -- |
mean prior to the last nmeeting and then itens cane up
afterwards which affected CIT's stance, which | understand
with the track suddenly being closed on Wednesday and
everybody is | ooking, "Well, why is that?"

So | understand -- and that's a legitinmate
Issue, in ny opinion. | amglad that you addressed it.
So things are dynamic, is what | amsaying. And so it is
difficult to put a period to the end of the sentence when
every day another issue occurs that basically can affect
the negoti ati ons anong the parties.

| don't know the answer, but | understand the
conplexity and | amfrustrated, |ike Conm ssioner
Krikorian is and |like you are. You don't want to sit
here, and neither do |I. But we have got to figure out a
way to make sure our bases are covered and we are
addressing all the issues that are germane to all of us
so --

MR. BALCH. Madam Conm ssioner, may | respond
briefly to that?

| know that M. Daruty has stated that the
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agreenent was done. Well, we were provided Santa Anita's
agreenent "Sign here." Wll, we had sone issues so -- and
there weren't just the --

COMM SSI ONER AUERBACH: The Wednesday i ssue was
very new. | nean it's |ike brand-new

MR. BALCH. Yes, that | agree.

COW SSI ONER AUERBACH:  Yeah. Well, that's what
| nmeant.

MR. BALCH. But the stabling issue, and Scott
just turned around and gave ne a very, very, shall we say,
critical |ook.

CHAI RVAN W NNER:  You were bei ng chasti sed.

MR. BALCH. | was being chastised.

COWM SSI ONER AUERBACH: Not the first tinme or
the | ast.

MR. BALCH. The whol e issue of stabling in
Southern California is critically inportant. And on the
one hand, the Stronach G oup responded to us in our favor,
we felt, that we didn't want a year-|long agreenent when
there's so nmany of these noving parts.

But, on the other hand, by their agreeing with
us that we could have a neet-by-neet agreenent that was a
problemin us trying to get on the table whether Santa
Anita coul d be open, even in part during the sunmer, which

to several conm ssioners has been an i1 ssue because of the
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popul ati on capacity at Del Mar. And that's covered in the
four-party agreenent that we're not one of the four
parties to.

So | think there are issues that needed to be
rai sed and tal ked about, and just trading emails and
redlines is not a good way of negotiating those things or
comng to an understanding; so it is alittle nore
conplicated than that.

CHAI RVAN W NNER:  Go ahead.

COWM SSI ONER KRI KORI AN Scott, do you feel that
there's a stabling issue?

MR, DARUTY: Well, there is certainly a stabling
Issue in both Northern California and Southern California.
Stabling is one of the nost inportant issues we, as an
I ndustry, have to figure out. And so in Southern
California, there is an agreenent signed to cover stabling
for three years. But as Conmm ssioner Auerbach said, this
Is a dynam c environnment; issues cone up.

As we just heard M. Balch testify, he wants to
under stand what stabling for the whole year |ooks like in
Southern California, or at |east through the sumer before
he will sign off on the CIT agreenent for Santa Anita.

And while | understand that, ny point earlier was | felt
that the issues between us, that we could negotiate

bet ween us, had been conpl eted, but the agreenent wasn't
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1 signed until this broader stabling i ssue was resol ved.
2 That's sort of my point to you.
3 There are certain things that -- we can never
4 | satisfy a signed agreenent relating to our neet if we are
5 required, as part of that, to resolve issues about how are
6| we going to stable at Santa Anita during Del Mar's neet.
7| And it just -- it never ends.
8 So what | can say is | understand your
9| frustration. | also believe thereis alittle bit of
10 | frustration on our side. The CIT has been working in good
11 faith. W have been working in good faith. W are al
12 | trying to resolve these issues. W have nmade trenendous
13 strides. But unfortunately, and I"'msorry to say, we
14 don't have a signed agreenent | can present you with to
15 | check off the box.
16 COWMM SSI ONER KRI KORI AN: Wth respect to
17 Southern California, | was under the inpression that there
18 I s enough stabling and it had been resol ved.
19 MR. DARUTY: It had been resolved --
20 COW SSI ONER KRI KORI AN: |s that accurate?
21 MR. DARUTY: It had been resolved through an
22 agreenent that was binding for three years and signed by
23 | Santa Anita, Del Mar, Los Alamtos, and TCC.
24 Again, in a dynam c environnment, things change.
25 CTT would like to raise issues about, you know, what we do
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next sunmer at Santa Anita, do we stay open, do we not
stay open. Those are all valid discussions to have, but
those woul d be anendnents to the existing agreenent, not
to say we are not willing to talk about it, but it just --
the only consistent is change. And so it is hard to put
everything in these agreenents and sign them when
everything is always changi ng.

MR. BALCH. Right. At a point in tinme, if | may
add.

M. Krikorian, one of the problens is beyond the
control of you or us, the Stronach G oup or CIT, and that
is this problemin the |aw that has devel oped, as
M. MIller has described a few tines, but just to call the
attention back to it, the CIT is, by statute, supposed to
negoti ate issues related to the backstretch.

Now, the backstretch is stabling. Yet,
el sewhere in the law, the horsenen's organization has
defined the TOC is the party that negotiates that as to
the stabling and vanning agreenent. So we're in the
position, ny constituents, over 500 trainers in
California, who have the care and custody of these horses
24/ 7, 365, trying to plan ahead for stabling and trying to
keep the welfare and the safety of the horses paranount in
our mnds. So that's where ny constituents expect ne to

stand up and represent them
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1 COW SSI ONER KRI KORI AN: Al an, that shoul d be
2| for -- at least for a year be worked out, you would think.
3 CHAI RVAN WNNER: All right. Are there any
4 ot her comment s?
5 What about the Northern -- since it's on here,
6| the license for Northern California is also on here.
7 Do you want to tal k about that, Scott?
8 MR, DARUTY: Wuld be happy to. | think that we
9| just heard the CIT explanation. W are close. There is
10 one issue related to how -- how often we renovate the
11 track. | think -- I don't want to speak for M. Bal ch,
12 but I think he would say there's the sane overriding
13 concern about signing a contract wwth us w thout know ng
14 exactly how stabling is going to work for next year. And
15 | would say none of us in this roomright now know how
16 | stabling is going to work for next year. That's an item
17 for later on the agenda.
18 As far as the outstandi ng account wageri ng
19 agreenents, | just, you know, ditto everything | said on
20 Santa Anita. It just applies in the North as well. And
21 then our TOC agreenent, you know, | regret to say we don't
22 have a signed TOC agreenent, but | am pleased to say
23 because we were negotiating with TOC we -- it nmade no
24 | sense to have two noving docunents at the sane tine so we
25 negotiated in the South. W have reached agreenent there.
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1 That will be the basis and wll be |argely duplicated over
2| for Northern California. So | don't -- there is no
3 substantive di sagreenent or dispute. It is just a natter
4 of taking the paperwork that was created for the South and
5 converting it into the North. So that's where we stand on
6 Gol den Gate Fiel ds.

7 CHAI RVAN W NNER: Sane thing wth respect to the
8| ADW that you limted it to the four agreenents that you
9 menti oned for the South?

10 MR. DARUTY: Correct.

11 CHAI RVAN W NNER: Al right.

12 MR M LLER  Excuse ne. Robert MIler, counsel

13 for the California Horse Raci ng Board.

14 The Westmed Anbul ance certification, do you have

15 t hat ?

16 UNI DENTI FI ED SPEAKER:  Yes.

17 MR. M LLER  Thank you

18 MR, DARUTY: Yes.

19 CHAI RVAN W NNER:  Sonebody said "yes."

20 EXECUTI VE DI RECTOR BAEDEKER:  Sonebody behi nd

21 | the pillars said "yes."

22 MR, DARUTY: It's sonebody | trust; so | wll

23 repeat the "yes."

24 CHAI RVAN W NNER:  Pardon ne?

25 (Col I oquy between Chairman W nner and
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1 Conmmi ssi oner Krikorian.)
2 CHAl RMVAN W NNER:  Well, we have John Ford filled
3 out a card. |I'd like to hear from him
4 John, do you want to cone up and speak -- or go
5| to the podi um and speak?
6 MR, FORD: Chairman, nenbers of the conm ssions,
7 nmenbers of the Board, ny nane is John Ford on behal f of
8 behal f of BetAnmerica. And what | heard is -- from Scott
9 Is rather unprecedented and -- and surprising.
10 On Monday we received a proposed draft of a hub
11 agreenent for California reducing our rate fromb5 percent
12| to 4.5 percent. On Tuesday, we received a draft
13 geol ocati on agreenent, which we discussed at yesterday's
14 | ADWcommttee neeting, which resulted in us going negative
15 on wagers at racetracks. And that's a geol ocation
16 agreenent presented even as this Board is considering a
17 new rul e for geol ocation, which there will be a
18 del i berati ve process of receiving public input and the
19 Board to be able to consider what is appropriate for
20 geol ocation at California racetracks.
21 Wth all due respect to ny friend Scott Daruty,
22 | this is nothing but anticonpetitive. W're the only ADW
23 in California growing this year. ADW are essentially
24 | flat; we're up 59 percent. Nationw de we have reached
25 17 percent of Xpressbet's handle nationwide. W're the
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fastest grow ng handle -- racetrack -- fastest grow ng
ADW And | don't think this type of behavior is what this
Board had in mnd when it granted the waiver to Stronach
to be able to own two racetracks in California and be able
to represent all thoroughbred racetracks in California.

Reduci ng the nunber of ADW that are licensed in
California, especially one that is the fastest grow ng
|icensed ADWin California, is not in the best interest of
racing in California. W had at tinmes contentious but at
times very reflectful neeting yesterday of the ADW
commttee neeting -- the ADWcommttee, which tal ked about
the various dynamics involved in ADW in California. W
have ADW that own racetracks. W have ADW that are
closely aligned with racetracks, and we have new grow ng
ADW |i ke ourselves who are grow ng handle for the
i ndustry. Since our recent |aunch, we have already
contributed $3 nmillion to the California racing industry
by the wagers that we have generated from California
resi dents.

By our own surveys, half of our custoners have
never dealt with another ADW and many were betting
of fshore, which do not contribute a dinme to the industry.
And what we're doing is grow ng handle for the industry,
and | don't -- | believe strongly it's not in the best

interest of this Board, which | ooks after California
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racing, to permt a licensee to reduce its distribution to

ADW in connection with its |icensing process.

Thank you.
CHAI RVAN W NNER:  Thank you, John.
Do you have any questions?

COMM SSI ONER KRI KORIAN: | agree with what he

j ust said.

CHAI RMVAN W NNER:  Good.

Al ex?

COWM SSI ONER AUERBACH: | have a questi on.
CHAI RVAN W NNER: Pl ease.

COWM SSI ONER AUERBACH: One of the things that

we struggle with, John, is -- and this canme up at our | ast
neeting, and | don't know that we have seen anythi ng
different fromthe ADW as it's part of the statute that
you provide us with certain docunentation of what your
expenses are and how you function and things of that
nature. We're asked to nake decisions blindly. You are
standing up there and telling us that you will go negative
if you have to apply to the sane rules that we have asked

for TVG and Churchill and Xpressbet to -- |I'msorry, guys.

can't think. 1'msorry.

You are asking us to nake decisions based on

information we don't have. And so while you are up there

telling us that you go negative, | struggle with that. |
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don't want you to go negative and | don't want you to
fail, but I also don't have access to what your expenses
are.

MR, FORD: The math is very sinple. Wth regard
to the proposal on racetracks at wagers, which | have
asked that they block us through their wi-fi connecti ons,
to block us fromwagering at the racetracks, but if the
proposal that is on the table that was recei ved Tuesday
ni ght, the proposal was very sinple: Qur hub fee goes
from5 to 4.5 percent. On track 3 percent is deducted.
Hal f goes to Stronach, half goes to the TOC, 3 from4.5
down to 1.5.

On all wagers that we accept on Stronach content
and TVG content, we pay 2 percent to contribute to TVG s
broadcasting of those races, 2 percent. So we're at 1.5
percent mnus 2 goes to negative half percent. That's
before paying tote. That's before paying any fees
associ ated with processing, any of our people, any of our
offices. That is before any of our expenses. Just the
actual acceptance of the wager under the current proposal
for geolocation puts us negative at the racetrack.

That is why | think that this discussion, and
this is a conplicated discussion of geolocation at the
racetrack, is best addressed through the regulatory

process of considering the rules which this Board sent out
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1| for a comment which can be deliberated and dealt with the
2 situations |ike that where other parties are trying to put
3 us in a negative position wwth regard to wageri ng.

4 COWMM SSI ONER AUERBACH: Well, | see Geg

5 standi ng back there; so | amcurious as to what he has to
6 add to this. | amsure he has sonething to explain this.
7 CHAI RVAN W NNER:  Any ot her questions for John?
8 COWM SSI ONER KRI KORI AN:  Maybe.

9 COMM SSI ONER AUERBACH: Let's hear Geg first

10 and then we' Il probably get back to John.

11 CHAIl RMVAN W NNER: G eg.

12 MR AVIOLI: Geg Avioli, TCC

13 | enjoyed the neeting yesterday at the

14 Pari-Mituel Conmittee. There was sone good conversation

15 And one of the conversations that cane up was regards to

16 SClU and labor. That had a |lot of very valid points of

17 | what they felt should have been in the |law, and as

18 M . Baedeker pointed out, it's not what was in the | aw.

19 And at the end of the day this Board is governed by the

20 | ADW I aw.

21 So ny response to M. Ford is we have a | aw t hat

22 is very specific in California about what you have to do

23 to have a privilege to be an ADWtaking bets fromthe

24 state of California. Nunber one, you have to have a hub

25 agreenent. They'd had a hub agreenent with the Stronach
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1 G oup, with Santa Anita. M. Daruty says that they are

2 not offering them one.

3 Well, the |law provides other alternatives. They

4 can go and seek a hub agreenent with Del Mar. They can go

5 seek a hub agreenment with the TOC, in fact. So | think

6 it's unfair to put the burden of this on M. Daruty

7 because the | aw does not require himto offer an ADW hub

8 agreenent to anybody el se.

9 As regards the geolocation, it's a conplicated
10 issue just to refresh everybody on it. W believe, with
11 no doubt in our mnd, that a nunber of custoners are
12 | wagering every day at racetracks on their phones and on
13 | apt ops and on conputers. Anyone who says that is not
14 | true | don't think has been to a racetrack in California.
15 So for three years we have asked the ADW to
16 hel p us address it. The law provides the TOC with a
17 coupl e approvals, shall we say, for ADW One is as regard
18 | to hub agreenent that M. Daruty or Rubenstein m ght enter
19 into, we have the right to either approve the rate of that
20 hub agreenment or, if we disagree, it goes to arbitration
21 It also says that as regards to wagering pl aced
22 by an ADWon California hosted residents, ADW-- |'m
23 sorry. ADWwagering on California races by California
24 custoners -- so basically instate ADW-- the TOC has to
25 approve any ADWtaking those bets.
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Because three years of good-faith, honest
negoti ati on got us nowhere with getting the ADW to conply
with our, we believe, very reasonable request to track and
have a different financial nodel for people betting on
track, we exercised our right and |l et people know that
this year, starting with the Santa Anita and Gol den Gate
neet, we were not planning on approving any ADWto take
bets from California residents on California hosted races
unl ess they agreed to this proposal.

We are very pleased to report that TVG and
Xpressbet have heavily negotiated that proposal and signed
it. We do not plan on changing our position on this.

And, again, that is the law |If any ADWdoesn't |ike the
way the lawis in California, | would reconmend the sane
advice that M. Baedeker gave to the SCIU yesterday is
you need to work to change the | aw.

Thank you.

COW SSI ONER KRIKORIAN: | think that's clear.

CHAI RVAN W NNER: M. Ford.

MR. FORD: One further comment. | would be
happy to have a geol ocati on agreenent in which we don't
make a dinme fromon-track wagers. | just don't want to
| ose noney by accommodati ng on-track wagers through our
pl atform which we have paid the processing cost for,

whi ch we paid the technol ogy for, which we paid our
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mar keting cost to acquire those custoners. | just don't
want to | ose noney. |'m happy not to made a dine froma
custonmer who is at a racetrack.

And with regard to consents, it is true that
consents are required, but | think it's incunbent upon
this Board that consents are not used in a wongful or
discrimnatory manner. This Board's function is to act in
the best interests of racing in California.

And all of the entities that are here, they are
all licensed by this body, over which you exercise
di scretionary control, | don't think it's in this Board's
best interest nor in the best interest of racing in
California to discrimnate against the fastest-grow ng ADW
in California which is now 17 percent of Xpressbet's,
Stronach's ADWt hroughout the country and which is
continuing to grow and contribute to California racing.

COMM SSI ONER AUERBACH:  You know, | take issue
with sonething that you said, and this is what | take
issue wwth. W have been harping, and | amreally good at
harpi ng so I know when | am harping. W have been harping
on the ADW about geol ocation for years now. | have not
seen you or -- and I'mnot going to just single out you,
John, because that's not fair, or any of the other ADW
come up to us with a plan to figure out a way that would

be acceptable to all parties to address the issue of ADW
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1 taking bets at the racetracks on California-based clients.
2 And early on in the process this probably could
3 have been handled in a fashion that woul d have worked well
4 | for everybody, but nobody took us at our word and nobody
5 felt that we were going to continue with it. It wasn't
6 until we got to the point where we said okay, maybe we
7 need to regulate it that the TOC was able to get sone
8 negotiating ability with the ADW.

9 So while | amupset with the fact that you wll
10 not be able to survive -- that's not what we want -- | do
11 not know how to unwite the history that has been witten
12 by all the parties to this, not just the regulatory but
13 the ADW. You cane al ong and you were wonderful for
14 racing. Now we struggl e because you basically own racing.
15 And so we are trying to -- we are trying to equalize what
16 is going on here. W are trying to share the wealth and
17 share the pain.

18 And, you know, for you to stand up there and

19 accuse the Board of basically putting you out of business

20 is not right, it's not accurate, and it's not what is

21 going on. It is a culmnation of along tinme of us trying

22 | to negotiate, and you can't negotiate with a wall and you

23 can't negotiate wth people who show up once a year and

24 | say "Okay, okay, okay," and then do nothing about it.

25| This is what happens when we | eave things and don't
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address then

MR, FORD: May | address that?

COMM SSI ONER AUERBACH: Pl ease.

MR. FORD: This Board ordered a draft rule to go
out for public comment so that there could be a
del i berative process with regard to geol ocati on at
racetracks. W received -- | have -- we have not had any
negoti ation. The TOC had decided to negotiate with TVG
because they were the big player and then to just pass on
that agreenment to us. W received the draft agreenent
Tuesday night, this week. The only request that | make in
connection with that agreenment is that we not be put in a
negati ve position, that we just not | ose noney when we
accept a wager at a racetrack. |It's the only request that
| have.

EXECUTI VE DI RECTOR BAEDEKER: It m ght be
I nportant to understand that the rul e-making process which
you alluded to is continuing. The individual private
entities have decided, in advance of that, to negotiate
terms for geolocation for this current upcom ng year
That's a private business matter pursuant to the |anguage
in the law. The Board will consider the geol ocation
| anguage when it cones back to them W'I||l see where the
Board wants to take it.

MR, FORD: | understand. This agreenent that is
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1 proposed by the TOC goes through the year 2018, and
2 regardl ess of the rul e-making process that is going on,
3 and so | just have one sinple request, and | don't think
4 it's difficult, which is just not to let us go negative in
5 taking a wager at a racetrack.
6 EXECUTI VE DI RECTOR BAEDEKER: Isn't that --
7 shouldn't -- that's a request to make of the TOC, is it
8 not? The Board doesn't have authority over the terns of
9 the hub agreenent that you all --
10 MR FORD: Well, | think this Board -- but this
11 Board acts in the best interest of racing in California.
12| And it's -- | would submt that it's not in the best
13 interest of racing to let -- and we have tal ked about
14 | ever age between parties in earlier discussion today.
15 It's not in the best interest of racing to |let one party
16 exerci se |l everage such that it damages another |icensed
17 entity in California.
18 CHAI RVAN W NNER: Wel |, the problem John, |
19 think -- well, I won't speak for anyone else. | nean I'm
20 | synpathetic. | will speak for nyself. | am synpathetic
21 to the plight and the concern that you expressed, but | am
22 not sure that it's in -- you tal k about the best interest
23 of racing. |It's not in the best interest of racing for us
24 | to dictate the terns of an agreenent between -- |'m not
25 even sure we can dictate the terns of an agreenent between
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private parties and that's what has happened here.

As M. Baedeker pointed out, what the Stronach
Group has agreed to or what Santa Anita and Gol den Gate
have agreed to and TOC has agreed to with the two entities
that they have reached an agreenent, those are private
agreenents between those parties. That is not sonething
we regul at ed.

| pointed out early on in the conversation with
M. Daruty that we haven't yet taken a position with
respect to geolocation. W are not requiring that,
geol ocators. That is sonething that has been agreed to by
the parties.

MR. FORD: Right. But by sanctioning and
permtting this process to go forward, you are inplicitly
agreeing to that formula. And so | -- what | would ask,
because you certainly have the ability as a condition of
licensing to treat ADW fairly, you have the ultimte
authority to decide how we interact anbng oursel ves and
whet her people who are |icensed by this Board are treated
fairly.

COW SSI ONER KRIKORIAN: | don't -- | don't
think -- | don't think it's the intent of |legislature to
support nonconpetitive practices, and | consider this to
be a nonconpetitive approach, and | don't know what we can

do about it today.
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CHAI RVAN W NNER. Well, you have a license.

COWM SSI ONER KRI KORI AN: Hopefully we can do
sonet hing about it tonorrow

CHAI RVAN W NNER:  Wel |, obviously there is a
i cense request before us for two -- for two race neets
that are comng up in a few days. And the only thing we
can do today is to not grant the license or to stipulate
within the license certain conditions. |'mnot sure that
Is what we want to do but that is your call.

COWMM SSI ONER KRI KORIAN: | guess I'mtrying to
under stand how the ADWsituation ties into the |license, to
begin with.

MR, DARUTY: My | nmake a comment ?

CHAIl RMVAN W NNER:  Yeah. Pl ease.

MR, DARUTY: So | think this whole discussion,
in sone ways, nmakes ny point. It is a very conplicated
i ssue. There are conflicting economc views on what the
deal should look like. As M. Ford said, we used to give
thema 5 percent hub fee. This year we submtted one at
4.5. Wiy? Because that is what the TOC told us they
woul d require; otherwi se, there were going to arbitrate.
W don't want to get in the mddle of an arbitration.

We don't want to get in the mddle of a big
fight over whether it is 5 or 4.5 and whether we now

I npl ement new bl ocki ng technol ogy for his ADWas opposed
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1 to geol ocation technol ogy for other ADW. \Were does it
2 end?
3 W have limted tine in a day. W have |limted
4 | managenent resources. W have got a great nmnagenent
5 team W've got a neet we're getting ready for in ten
6 days. W' ve got a CIT agreenent that we have already
7 commtted to you we are going to go try to resolve in good
8| faith. There's only so nuch tine in the day to resolve so
9 many i ssues, and to get us, our team caught in the mddle
10 of this whole fight for ADWconpani es that, when you | ook
11 on the sheet that you all the put out yesterday,
12 contribute zero percent of the handle --
13 MR. FORD: That's not right, Scott.
14 MR, DARUTY: And -- well, that was --
15 MR. FORD: Not for us.
16 MR. DARUTY: That's what's on the sheet.
17 MR. FORD: Not for us.
18 MR. DARUTY: | nean it's not zero in the sense
19 that we all know there's sonething --
20 MR FORD: No, but it's not for us. That's not
21 for us.
22 MR, DARUTY: Ckay. So, if | may, there are ADW
23 on the sheet that are zero when you round to the nearest
24 per cent age, and so where does it end?
25 If five nore ADW cone, do we hire ten nore
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1 people to deal with all the ADWconpanies that we are
2 going to have to work with to get zero percent nore
3 handl e? | nean --
4 COWM SSI ONER KRI KORI AN: That shoul d be a
5 deci sion that the Board makes, in ny opinion. That should
6 not be a decision that your conpany should nake. That
7 shoul d be a decision that the Board nmakes. Everyone
8 | should have the right to conpete fairly. |If it doesn't
9 nmake economic sense, it is sonmething that should be
10 addressed by this Board to nake that decision, and it
11 shoul dn't be done under these circunstances.
12 MR, DARUTY: Well, | respect that viewpoint, but
13 that's not what the |law says, and | would al so say --
14 COWMM SSI ONER KRI KORIAN:  Ch, and | don't
15 di sagree with you, if that's what the | aw says, but we're
16 not here to obstruct the law. But hopefully, we can
17 change it, if it's necessary.
18 MR, DARUTY: But we are not the gatekeeper.
19 There are any nunber of other parties they can contract
20| with inthe state of California, and if they want to go
21 spend the tine and energy to do it, they can.
22 COWM SSI ONER KRI KORI AN: | under st and.
23 John.
24 MR. FORD: Yes. | have a sinple request, which
25 Is as a licensed ADWin California is to be able to
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conpete. And two days ago, we were sent a hub agreenent.
One day ago we were sent the geol ocation agreenent. After
ADW' committee neeting yesterday when views were
expressed with regard to fairness in the industry and

we' re under this geolocation agreenent, the Stronach G oup
gets -- only suffers a reduction of 1.5 percent off of
their hub fee where we result in a reduction of 3 percent
of f of our |lower hub fee, we have a presentation today in
whi ch now the hub agreenent that we received is no | onger
bei ng of f er ed.

And ny request is that this Board, in the best
interest of racing, for an ADWthat is grow ng faster than
anybody else that it requests a negotiation in good faith
for the next 30 days as to address both the geol ocation
and the hub agreenent.

EXECUTI VE DI RECTOR BAEDEKER: The question is,
Is that sonething the Board can do? | think the Board can
probably do whatever it wants. It can do that --

COW SSI ONER AUERBACH: It's doing the sane
thing in 30 days that --

EXECUTI VE DI RECTOR BAEDEKER: Well, if you | ook
at the analysis that was provided under this agenda item
the last nonth at the Board neeting, the Board granted Los
Al am tos, Golden Gate, and Santa Anita conditi onal

approval of their race neet application |Iicensees for
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licensure. The applicants were to provide any renaining
out st andi ng docunents to the Board within 30 days of the
neeting. |If the association -- thisis fromlast -- from
the conversation |ast nonth, if the associations did not
submt all outstandi ng docunents within 30 days the Board
woul d consider its option to sanction.

| think that followed the discussion that the
Board di d not consider denying the |icensees to be in the
best interest of racing, in other words, not opening
raci ng on Decenber 26t h.

CHAl RMVAN WNNER: It did consider sanctions.

EXECUTI VE DI RECTOR BAEDEKER: It did consider
sanctions. So I think -- as a matter of fact, before you
ask the question, Conm ssioner, it seened to nme that we
shoul d have a | egal analysis perforned of the issues that
have been rai sed by the Board nenbers today and al so by
the stakehol ders, and so we wll attenpt to do that as
soon as practical. So -- I'msorry. o ahead.

CHAl RMVAN W NNER: No. Go ahead. Go ahead.

EXECUTI VE DI RECTOR BAEDEKER: So you have the
option today to say, you know, parties are negotiating in
good faith, we will grant the |icenses perhaps just
subject to subm ssion of these final docunents with the
presunption that, based on what you have heard today, they

Wl be submtted, or you can attach another deadline to
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1| the subm ssion of those docunents, and then you can -- if
2 t hose docunents are not received within that tineline, you
3 can take action against the |licensee, any licensee that's
4 a party to the docunents.

5 CHAI RMVAN W NNER:  Just to clarify, there are no
6 requi red docunents, legally required docunents that have
7 not been submtted; is that correct?

8 EXECUTI VE DI RECTOR BAEDEKER: | amgoing to

9 defer to M. MIller on this because |I know in the past

10 that there have been situations with TOC, for instance,

11 and | think it was in the early years when | was at

12 Hol | ywood Park; so it would have been in the 1990s where

13 there sinply was not an agreenent with TOC. There wasn't

14 going to be an agreenent with TOC because the parties were

15 at an i npasse and the Board recogni zed that basically

16 | there couldn't be an agreenent and they granted a |icense

17 | w thout the docunent.

18 CHAIl RMVAN W NNER: But there is a TOC docunent ?

19 EXECUTI VE DI RECTOR BAEDEKER: There is. | am

20 | just talking about the legality of --

21 CHAI RVAN WNNER: Right. But the one -- but the

22 CTT docunent is the one that is outstanding and that isn't

23 required wwthin the | aw

24 EXECUTI VE DI RECTOR BAEDEKER: According to --

25 yes, that is correct.
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CHAI RVAN W NNER: So the only docunents that are
out standi ng are not required docunents. That's ny point,
if | amcorrect. Then it seens to nme that it's difficult
to sanction themfor not providing sonething that isn't
required wthin the | aw.

EXECUTI VE DI RECTOR BAEDEKER: | believe that's
correct, and | believe the only outstanding itemthat is
required at this tine is the TOC agreenent for Gol den
Gate, and you said that that is inmmnent.

MR, DARUTY: It nmade no sense to negotiate two
agreenents at the sane tine when the issues were
over | appi ng so we concl uded the Sout hern agreenent, which
was signed within the |last 48 hours, and that is being
used to create the Northern California docunent.

EXECUTI VE DI RECTOR BAEDEKER: M. Mller, is it
true that all of the docunents that are legally required
have been submtted?

MR MLLER Well --

EXECUTI VE DI RECTOR BAEDEKER: O with this one
exception, and it is anticipated that it will be submtted
w thin, what, 24 hours, 48 hours?

MR. M LLER Sonething like that.

MR, DARUTY: Quickly, | can't speak for the TCOC
but it is atop priority.

MR. M LLER Yeah. The horsenen's approval of
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the ADW is that -- Item No. 2 here on the list for
Southern -- for the Los Angeles Turf Club, |I haven't heard

anyt hi ng about that.

MR, DARUTY: | will let Geg address that, if he
want s.

MR AVIOLI: Geg Avioli, TCC

And first, reiterate, we see no issues wth
Gol den Gate. That can be done in a matter of days. It is

just drafting it. Apologize it's not done yet. Got a |ot
goi ng on, as you all do.

| amgoing to be repetitive, | guess, because |
think when | answered that |ast question it didn't make
sense to you. The TOC, under the law, has to approve the
selling of the ADWsignal to ADW who will be taking bets
fromCalifornia residents on California hosted racing --

MR MLLER Al I"'mlooking for is a "yes" or a
“no" on Item No. 2.

MR AVIQOLI: Well, | think | said the answer is
"yes" to TVG "yes" to Xpresshet, "no" to anybody el se at
this point in tine.

MR MLLER But that was as to geol ocat or

MR AVIQOLI: No, sir.

MR. MLLER  Ckay.

MR AVIOLI: That's why -- that's why | can't

give you just a "yes."
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MR, MLLER  Ckay.
MR AVIOLI: W have nade it clear that we are

going to link our approval rights in this situation to an

agreenent -- it's not just geolocation, by the way. It
actually sets rates for two years. | think the ADW are
quite pleased with this agreenent and go on to -- soO no,

we do not have an agreenent. W're the sane terns, no
changes that were signed by the two biggest ADW. W have
offered to all of themright now, okay? So we're not
di scrim nating.

| do need to nmake a point, though, because |
think you guys are being | ed down a false path. There is
no obligation that it's M. Daruty and Santa Anita that
has to issue Lien Ganes' their hub agreenent. Lien Ganes'
first hub agreenent, when the TOC wouldn't do it and the
Stronach Goup wouldn't do it, they went to CARF and got
one. There's nothing that prohibits themfrom doing that
again. They can go to Del Mar. So you just can't put
themon this license and say it's anti-conpetitive if you
don't agree with that. The |law says there's lots of ways
to get a hub agreenent.

The last thing I would point out, we spent a |ot
of tinme, over an hour today, tal king about Lien Ganes. 1In
the | ast year, 12 nonths, they accounted for 8.6 mllion

of thoroughbred ADW handle, or less than 3 percent.
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1 CHAI RVAN W NNER:  Just to clarify, BetAnmerica
2 and Lien Ganes are the sane?
3 MR AVIOLI: Yes, sir. Yes, sir.
4 So -- and ny last point is we woiuld -- | can't
5 say how strongly we woul d object to -- Comm ssioner
6 Kri korian, the concept of the Board is going to stay for
7 30 days or require 30 days negotiation for the TOC to
8 reach agreenment with an ADWon a statutory right that we
9 have, we have exercised in the past for 15 years, all it
10 wants to link it to one ADW | think, is highly irregular,
11 and, again, the lawis the law, and I would urge the Board
12 not to overstep your bounds in that regard.
13 COW SSI ONER KRI KORI AN: Excuse ne. | didn't --
14 I did not suggest about 30 days. Soneone el se --
15 MR AVIQLI: On, | apol ogize.
16 COWMM SSI ONER KRI KORI AN Ckay. And the second
17 thing is can you clarify that you are nmaking the sane
18 proposal to all the --
19 MR AVIOLI: Any ADWthat has a hub agreenent,
20 | we are neking the sane proposal.
21 COW SSI ONER AUERBACH:  So, in other words --
22 let me just nake sure that | understand it.
23 If Lien Ganes goes to CARF --
24 MR AVIQOLI:  Yes.
25 COW SSI ONER AUERBACH:  -- and asks for a hub
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agreenment - -

MR AVIOLI: Right.

COW SSI ONER AUERBACH: -- the idea would be is
that they would get a nore favorable hub agreenment than is
avai |l able at Santa Anita? |Is that what we are -- is that
what we are suggesting they could try to do?

MR AVIQLI: | can't say it is nore favorable
but they could get one. Here's how it works,
Conmi ssi oner.

They get a hub agreenent and no one can obj ect
to the hub agreenent. TOC can't object to the hub
agreenent. They are in. Al we can object to is rate.
So they can get a hub agreenent from CARF or Del Mar.
They can't -- as a matter of the law, they can't get one
fromLos Alamtos but they can get one from Stronach
G oup, CARF, or Del Mar. Any ADW can.

COW SSI ONER AUERBACH: Ckay. So what woul d be
t he advant age of doing that?

MR AVIQLI: Well, if Stronach G oup won't give
them one, they have a couple other options. The advantage
woul d be they'd have one. They could actually get one
fromthe TOC as well. W have the right to grant hub
agreenents as wel .

MR. DARUTY: The advantage, if | mght say, the

advantage is Santa Anita doesn't have to spent all its
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1 managenent tinme being caught in the mddle of all these
2 i ssues and trying to bal ance everybody's interest, which
3 IS i npossible because the interests don't align.
4 COWM SSI ONER AUERBACH:  So it woul d be --
5 behoove -- it woul d behoove a private party or private
6 interest to find another way of accommodating a situation,
7 whi ch none of us envisioned nmany years ago. But there
8 iIs -- there is another way to go about it rather than
9| trying to force everybody into the sane box.
10 MR AVIOLI: And then ny final conmment, just to
11| the Board, to the extent the Board is considering anything
12| with regard to Lien Ganes, is this concept that sonehow
13 they are | osing noney on an on-track bet, couple things.
14 | amsure if you asked M. H ndman to all ocate
15 the cost of their TV network over their ADWbetting from
16 California, they'd have their own economcs as well. W
17 know t he economics to horseracing and how it is being
18 i npacted by on-track ADW and every one of the ADW to --
19 all of themwe have talked to believe -- they say it's
20 | ess than 2 percent of the betting.
21 So we have cone up with a solution to solve a
22 big problemthat we believe for the state of California
23 and to have one ADWrepresenting 2 or 3 percent of the
24 mar ket come in and say don't do your on-track ADW because
25 It makes it less attractive for us to do business, | think
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that's a statistically insignificant point.

MR MLLER For the Board, M. Avioli said the
magi ¢ word. What the TOC is doing is linking two
agreenents together, the hub agreenent, horsenen's
approval, and the geolocators. Two separate itens are
bei ng joined together in order to get their approval so --

CHAI RVAN W NNER: Wi ch they have the right to
do.

MR MLLER  Wich they have the right to do.
Wth regard to needing -- needing the trainers association
agreenent, the Board in the past has al ways requested
that. So | just point that out. Because in nineteen
six -- one, two, three, | think it is, it talks about
getting an agreenent between the association and the
trainers association as to backstretch issues and a coupl e
of other itenms. But if the Board wants to go ahead and
I ssue the |icense without the agreenent of the trainers
association, it can do that.

EXECUTI VE DI RECTOR BAEDEKER:  Br ad.

MR. BLACKWELL: Brad Bl ackwel |l on behal f of
Tw nSpires. First of all, | agree wwth the majority of
the comments fromM. Ford, and I do want to weigh in on
sone of the perceptions and m sperceptions about the
geol ocati on process.

M. Ford is correct that the majority of those
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1 conversations have been wwth TVG you know, one of our

2 conpetitors. W have not been privy or invited in those
3 di scussions. Wen this issue cane up through the

4 regul atory process, we did participate in each turn, and
5 we expressed concerns and sone insight into that and we

6| were expecting that to run its proper course.

7 And so what happened, simlar to M. Ford, we

8 recei ved an agreenent yesterday, |ate yesterday, in fact,
9 and al so were told that that agreenent on the record

10 | yesterday cane with a threat of cutting off content if we
11 do not agree to it. And | think that is sonething the

12 Board should certainly be aware of and frown upon because,
13 again, this is an issue that should run its proper course,
14 | the regulatory process. This is a conplicated, costly,

15 and unknown inpact on the industry.

16 So it is easy for one party to say, hey, we want
17 to experinent and find out how nmuch handle was there. It
18 i's another thing when ADW are being asked to incur yet

19 anot her cost that is specific to operating in California.
20 So we are happy to have discussions. W're
21 happy to work the regul atory process, but we certainly
22 have maj or concern for receiving an agreenent on, you
23 know, little tinme before that neet starts with potenti al
24 i nplications on the racing industry and certainly

25 custoners throughout the country when these issues are
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1 kind of being forced the |last m nute.
2 COW SSI ONER AUERBACH: Brad, | take issue with
3 | ast m nute. You have been in the room many tinmes when
4 this has cone up, and | have listened to, and this is
5 nonspeci fi c about who said what. But we have been told
6| that -- gosh, | don't know where to start -- you don't
7 make any noney, poor you, a |ot of obfuscation.
8 And the only thing we don't get fromthe ADW,
9 we get this, which is for those who -- who are just
10 listing. W get a lot of chatter but we don't get a | ot
11 of action.
12 | will say it again. W do not see your
13| financials. |If indeed you are |osing noney, if | were in
14 a business and I were | osing noney in the state of
15 California, I'd run. 1'd get out. It is very difficult
16 | to accept the words of sone of the ADW that they are
17 | osi ng noney here when they don't provide us with
18 | financials that we can | ook up and understand all their
19 fees and what they have charged, et cetera, et cetera, et
20 cetera. Mbost of us up here have owned and run busi nesses;
21 | so we understand nunbers.
22 It's frustrating to sit and to listen and to be
23 told how you cannot make it -- not you personally, but the
24 | ADWs based on what we are doing. W have been talking
25 this, adjusting these -- the geol ocation specifically for
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1 along tine. W gave the ADW an opportunity to cone to
2 us with things they thought m ght be nore fair to
3 | everyone.
4 This isn't a last-minute thing. It's only |ast
5 mnute in terns of we finally got things noving. This is
6| far fromlast mnute, and I want to urge upon the entire
7 community that this is a surprise to no one, and the TOC
8 is the only organi zation that had the ability and the
9 contractural power given to themby the legislature to
10 nove things along and make it happen.
11 If you go through the Board, it's going to be a
12 lot nore tedious and a lot nore difficult and it will take
13| time, tine that we don't have. W can't wait the year,
14 the two, the three years, however long it takes this Board
15 to pass on new regul ations of this sort. So anyone --
16 anyti me sonebody stands up here |i ke you are standing up
17 here and acting surprised, I'"'msorry, | don't know why you
18 | woul d be surprised.
19 MR, BLACKWELL: | am surprised because we
20 recei ved an agreenent a day ago that was negoti ated by
21 related parties w thout our know edge and then that is
22 bei ng presented at the last mnute. Again, discussions
23 have been going on. And when you tal k about the tine
24 | frame, again, those discussions are with another party.
25 It's not wwth Tw nSpi res.
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What we observed and what M. Ford observed was
the Board, the TOC, decided to go a regulatory process and
that's when we really had a seat at the table. W can't
invite ourselves to neetings. Wen sonething shows up on
the agenda, we know it's an item and we have showed up to
express concern, to express insight into the issue.

So, again, our problemis receiving an agreenent
that was al ready agreed upon by our conpetitors in a
negoti at ed manner, sonme of which are related parties, and
now those terns are being dictated to us under the threat
of cutting off content. And, again, | would think the
Board woul d di scourage this type of behavior.

Thank you.

EXECUTI VE DI RECTOR BAEDEKER: Comm ssi oners,
again, | just reiterate. Wile certainly the Board has
expressed an interest in the geolocation issue, at this
point it is not responsible for the geol ocation issue.
That has been a matter of negotiation between the parties.
As you know, the proposed rule is in the pipeline.

We haven't sent it out yet, have we, for 45
days? It's about to be sent out for 45 days. | think --
didn't the Board nmake that nove?

MR. LAIRD: Reported it to Staff --

EXECUTI VE DI RECTOR BAEDEKER Yes. So Staff is

preparing it to go out for public comment. Everybody wll
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1 have an opportunity to do so at that tinme. It wll cone
2 back and be agendi zed, and everybody can get up and speak
3 their piece about the regulatory part of geol ocation.

4 At this point, it is a matter of negotiation

5 between the parties. And | think everybody is trying to

6 negoti ate publically here today. But to set the record

7 straight, right nowit's not a rule.

8 CHAI RMVAN W NNER: Yeah. | really want to stress
9| what M. Baedeker is saying. W keep hearing in this

10 di scussi on concern that somehow this is sonmething that we

11 have pronul gated. That's just not the case. The case is,

12 as M. Baedeker said and as we've said and | said earlier,

13| this is out -- this hasn't even gone out yet for public

14 comment fromthe standpoint of what the Board's

15 regul ations are. The whol e geol ocator issue is one

16 bet ween the TOC and the various different parties, and it

17 Is the TOC who has been pursuing this issue and pressing

18 this issue, not the Board.

19 As you know fromthe neeting yesterday, the

20 Board had sone other concerns with respect to charitable

21 contributions and ot her kinds of issues that have been --

22 | that those who were there are very famliar with and our

23 vari ous concerns with respect to what the ADW are doing

24 | to support racing in California and, obviously, various

25 representatives of the ADW all got up and told us how
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1 much they were doing for California racing.

2 But nobody ot her than, by the way, BetAnerica,

3 Lien, did indicate that they were willing to nmake further
4 contributions to charitable organizations in California, |
S| think. | think they expressly indicated the Wnners

6 Foundation. And follow ng the neeting, Watch and Wager

7 made the point that they too would be willing to nmake

8 | further charitable contributions in California.

9 Those, of course, are the two that did stand up
10 and respond to the request of the Board that are being

11 | eft out of the agreenent, but that agreenent has nothing
12| to do with us. So it is not sonething that we can

13 dictate, and | amnot sure it is sonmething we should

14 di ctate under the |aw.

15 EXECUTI VE DI RECTOR BAEDEKER: So at this point,
16 Commi ssioners, | think the nmatter before you is rel evant
17 to the race neet applications that were awarded

18 conditionally at the last neeting to L. A Turf Club and

19 PRA. That's the matter that is before you. Qbviously,
20 any options that you want to consider | think --
21 CHAI RVAN W NNER: | ncl udi ng sanctions, which was
22 rai sed at the last neeting, should we choose to do that.
23 EXECUTI VE DI RECTOR BAEDEKER: Yes. So | think
24 we heard fromM. MIler that, froma |egal standpoint,
25 the only outstanding -- that all of the required docunents
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1 have been submitted or, as we heard, have been finalized
2 and are about to be submtted. It is not a |egal
3 requi renent that the CIT agreenent be part of the
4 application, although it has been requested by the Board
5 as a matter of practice.

6 So you have options. You can go ahead and,

7 obvi ously, approve the licenses. You can extend the --
8 | your approval by any period of time that you would |ike
9 with the condition that the CIT agreenent be submtted

10 | when conpleted, or you could deny the |icenses altogether.

11 CHAIRVAN WNNER: |s there a notion?

12 COW SSI ONER AUERBACH:  So noved.

13 CHAI RVAN W NNER:  What are you novi ng?

14 COMM SSI ONER AUERBACH: |' m novi ng - -

15 EXECUTI VE DI RECTOR BAEDEKER: All three?

16 COWM SSI ONER AUERBACH: Al l the above.

17 No, | nove that we grant the |icense.

18 CHAl RMVAN WNNER: W th no sanctions?

19 COW SSI ONER AUERBACH: Who are we going to

20 | sanction? For what purpose?

21 CHAI RVAN WNNER: | am just asking you the

22 | question.

23 COW SSI ONER AUERBACH:  No. No sancti ons.

24 CHAI RVAN W NNER: COkay. There is a notion on

25| the floor to nove the license. Let's take themone at a
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1] tine.

2 The Santa Anita |icense for the Decenber -- the
3 meet begi nni ng on Decenber 21st, | think |egally,
4 actually, we'll open on the 26th.

5 Is there a second to the notion?

6 Anybody second?

7 "1l second. Chairman seconds.

8 COW SSI ONER AUERBACH: | vote --

9 CHAI RVAN W NNER:  Auer bach?
10 COW SSI ONER AUERBACH:  Yes.
11 CHAI RVAN W NNER:  Chai rman votes yes.

12 Comm ssi oner Kri kori an?

13 COW SSI ONER KRIKORIAN:  |I'Il vote yes.

14 CHAI RMVAN W NNER:  Conmmi ssi oner Sol i s?

15 COW SSI ONER SOLI'S:  Yes.

16 CHAI RVAN W NNER: COkay. The notion carries by a

17 four to nothing vote.

18 Let's go on to Golden Gate. Sane notion?
19 COW SSI ONER AUERBACH. Sane noti on.
20 CHAl RMAN W NNER: Sane notion for Gol den Gate

21 from Comm ssi oner Auerbach. Chairman seconds.

22 How do you vote, Conm ssioner Solis?

23 COW SSI ONER SOLI'S:  Yes.

24 CHAI RMVAN W NNER:  Conmi ssi oner Kri korian?
25 COW SSI ONER KRI KORI AN: Yes.
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CHAI RVAN W NNER:  Chai rman votes yes.

Conmi ssi oner Auer bach?

COW SSI ONER AUERBACH.  Yes.

CHAI RVAN W NNER:  Thank you. Have a good neet.
Have two good neets.

MR. DARUTY: Thank you

CHAI RVAN W NNER:  Thank you.

Goi ng on, then, to the next itemon the agenda:
Di scussion and action by the Board regarding the third
week of Sonoma County Fair's August 2, 2017 through
August 22, 2017 allocated race dates and whether the
Sonoma County Fair will conduct racing during the third
week.

Now, those who were involved will recall at the
time that we granted the third week to Sonoma there had
not yet been a decision by Santa Rosa that they would
conduct the third week and we had -- we left an option
open that if they did not conduct a third week that week
woul d go essentially to Hunbol dt, which would nove the
cal endar but we have been inforned by Sonoma that they
decided to run the third week of the nmeet, which will run
not contig- -- that third week will not run contiguous
wth the fair, but they will run it, at any rate, as they
did, I think, this year.

So we have Becky Bartling is here to speak on
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1 that issue. |I'mnot sure there is any action to take
2 other than to affirmthe granting of that third week to
3| Sonomm; is that correct?
4 EXECUTI VE DI RECTOR BAEDEKER:  That's correct.
5 CHAI RVAN W NNER:  Okay. Becky.
6 M5. BARTLING Geat. Thanks -- oops, | don't
7| think the mke is on.
8 Becky Bartling, CEO Sonoma County Fair and
9 Exposition, Inc.
10 Yes, it was -- | went back to the Board after
11 the discussion. W took a leap of faith and have noved
12 our fair dates and will be running the first two weeks of
13 August. We bunp right up against the school year; so
14 | we're hoping that from pronotion and ki nd of various
15 activities we can really create a strong attendance.
16 Because of that, we get two weeks with the fair, which
17| think is inportant. W really, really want to help the
18 racing industry. W think it very strongly that it is
19 I nportant to have attendance at the fair. Those folks
20 that go to the race neets, so it was a |long di scussion,
21 but the Board agreed to nove the race neet -- or the fair
22 date so we have two weeks with the fair, and then we'l|
23 have the additional week afterwards so --
24 CHAI RVAN W NNER: We appreciate it very much.
25 M5. BARTLING Well, thank you.
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CHAI RVAN W NNER:  Larry Swartzl ander. You
filled out a card. You want to speak on this?

MR. SWARTZLANDER: Yes, sir. Larry Swartzl ander
wi t h CARF.

| just want to restate that, you know, when the
Novenber neeting and throughout all the dates discussion
we'd specifically asked Ms. Bartling if they were
interested in not racing that third week. At one point,
Ms. Bartling, at a CARF neeting, said that they did not
want to race that week. W offered to race Hunbol dt
during that week and al so consider CARF comng up with
some -- offering services to Santa Rosa, for exanpl e,
Paymaster, Racing Secretary, and also even |ook into a
commi ssion sharing. | nean, this would certainly hel p out
Hunmbol dt who at this point is being raced overl ap by
Gol den Gate for two weeks, which puts us in a scranbling
position wwth themfinancially. | just want to restate
that, you know, CARF still has that proposal on the table
and would be wlling to run that week.

CHAI RMVAN W NNER:  Thank you. | believe that
based on the neeting that we had and the notion that was
passed at the |ast neeting that that decision has been
made. The decision was that if Santa Rosa wanted to run
that third week they had that date; so | don't believe

there's any action to take other than to affirmthe race
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dates that were granted at the | ast Board neeting.

COWM SSI ONER AUERBACH: | think the action was
that they had decided not to take --

CHAI RVAN W NNER:  They deci ded not to, that's
correct, but since they have decided to --

COW SSI ONER AUERBACH: We don't have to do
anyt hi ng.

COW SSI ONER KRI KORI AN: Make a notion to affirm

CHAI RMVAN W NNER: Ckay. It has been noved to
affirm Seconded by Conm ssioner Solis. Conm ssioner
Auer bach votes yes. Chairman votes yes.

And Conm ssioner Solis votes yes. So thank you,
and good | uck.

M5. BARTLING  Thank you. And | invite you all
to come up to wine country the first two weeks in August
and visit us during the race neet.

CHAI RVAN W NNER: Ckay. Let's go on to item
No. 6: Discussion by the Board regardi ng the subm ssion
to the Board of the Southern California Vanni ng and
Stabling agreenent, to include proposed financial and
operational plans for the upcom ng cal endar year, as
requi red pursuant to Business and Professions Code
Section 19607. 1.

EXECUTI VE DI RECTOR BAEDEKER: Commi ssioners, you
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have a spreadsheet that we received fromthe Southern
commttee on the financial breakdown of expenditures for
the comng year. W did not get a description of how the
stabling woul d operate. | know that that matter has cone
before the Board in the past, and | think it is probably
clear, but it would help to have sonebody fromthe
commttee come up and reiterate the programfor 2017.

CHAI RVAN W NNER:  So coul d sonebody from
Stabling and Vanni ng conme up. Southern California.

M. Avioli, nice to see you again, sir.

MR AVIOLI: Sure. Geg Avioli fromthe TOC
and, | guess, I'malso the Chair of the Stabling and
Vanni ng -- South Stabling and Vanni ng.

By way of review, this is the agreenent that we
banged out over the sumrer with all the parties in the
Sout h, including Santa Anita, Los A, the TOC, and Del
Mar. And it was also linked wwth the race dates, at |east
agreenent anongst the parties, that if the race dates
stayed the sane, this agreenent would continue for a
t hree-year peri od.

The high points of this are that -- well, begin
with San Luis Rey would no | onger be used as off-site
stabling -- excuse ne, excuse ne. @Glway. | apol ogize.
Gal way woul d no | onger be used as off-site stabling but

the stabling off-site wll continue at San Luis Rey and as
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well at Santa -- right here at Los Al and at Santa Anita.

| don't know how nuch | evel of specificity you'd
like me to go into, but | can give you the nunber of
stalls. | nean basically it's a three-year deal. Wat is
changing for the past is Los Al is adding 150 stalls here.
Those stalls were actually delivered today, and we had
hoped -- Al had nentioned earlier that we had hoped to
have it in place by January 1. That looks like it wll be
m d-January. To be conservative, we're going to keep
Gal way open until the end of January. So as of February
1st we'll have 850 stalls here --

CHAI RVAN WNNER: Is it the sanme price for
Galway as it -- as it has been?

MR AVIOLI: Yes. For the nonth, yes.

The stabling rate will go up at San Luis Rey --
excuse nme, at Los Alamitos in recognition of the fact that
they will be providing 850 stalls versus 700. The
stabling rate will stay the sane at Santa Anita as it was
this year.

CHAI RVAN W NNER:  Just to clarify, the
three-year agreenent, which is tied to the three-year race
dat es agreenent --

MR AVIOLI: Yes, sir.

CHAI RVAN WNNER: -- is arolling three-year

agreenent, as | think we --
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1 MR AVIOLlI: Correct.
2 CHAIl RMVAN W NNER:  And the Board has discretion
3 to change that agreenent. | nean it has to cone back
4 before the Board --
5 MR AVIOLI: Yes. | believe --
6 CHAl RMVAN W NNER: -- on an annual basis.
7 MR AVIOLI: Comm ssioner Krikorian made certain
8 that was part of the notion; so either the Board retains
9 their right to actually do whatever schedule that you
10 choose, and the ramfication is that if the Board were to
11 alternate what the race weeks mght | ook |ike for 2018
12 | versus '17, the contractural renedy for that is any of the
13 four parties could then opt out of the agreenent.
14 CHAI RVAN W NNER:  Correct.
15 MR AVIOLI: But you retain your full rights as
16 | you do under the | aw.
17 CHAl RVAN WNNER: Right. Okay. So | just
18 | wanted to clarify that any of the parties could then --
19 shoul d the Board change the race dates from what we have
20 agreed to --
21 MR AVIOLlI: Right.
22 CHAI RVAN WNNER: -- then -- then any of the
23 | four parties under the agreenent could withdraw fromthe
24 agr eenent .
25 MR AVIOLI: R ght. And furthernore, it's --
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1| the bound termis one year; so at the end of next year any
2 party can withdraw if they choose. So it's really a

3 full -- it's a one-year conmtnent going in.

4 CHAI RVAN W NNER: Right. Ckay.

5 Is there any -- any other discussion on that

6 I tenf?

7 COW SSI ONER AUERBACH:  Just to thank

8 Commi ssi oner Krikorian for putting that in there.

9 COW SSI ONER KRI KORI AN: Thank you

10 COWMM SSI ONER AUERBACH: Thank you. Maybe it's
11 one |l ess thing to argue about.

12 COW SSI ONER KRI KORI AN: Sorry.

13 CHAI RVAN WNNER: W' d probably find a way to

14 argue about it.

15 | don't think there is any action on this item
16 EXECUTI VE DI RECTOR BAEDEKER: Just for review,
17 yes.

18 CHAI RVAN WNNER: All right. Let's go on to:

19 D scussion by the Board regardi ng the subm ssion
20| to the Board of the Northern California Vanning and
21 Stabling agreenent to include proposed financial and
22 operational plans for the upcom ng cal endar year, as
23 requi red pursuant to Business and Professions Code section
24 19607. 3.
25 Wio -- let's see. | have a bunch of cards on
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t hat one.

COWM SSI ONER KRI KORI AN: Do we have to approve
the | ast one?

CHAI RVAN W NNER:  No, you don't have to. It's
just informational. There's no approval required.

Ckay. Wow.

Gent | enen.

MR, DARUTY: Scotty Daruty on behal f of Gol den
Gate Fields. This one is not quite as straightforward as
Sout hern California, which is why you have got a bunch of
peopl e sitting up here.

CHAI RMVAN W NNER:  And a bunch peopl e who have
submtted cards to speak

MR, DARUTY: | will try to be succinct in the
sunmary of the operational plan approved by the Northern
California Stabling and Vanning Conmittee. That plan
entails stabling at Pleasanton through January 15th of
this comng year. Oiginally, the plan was for ol den
Gate not to utilize that facility as an auxiliary facility
at all during its new neet. However, during the course of
the Stabling and Vanning Commttee, there was the view
expressed that perhaps it would be nice to extend the
period of tinme so that people weren't in a position of
novi ng out during the holidays. And so Golden Gate agreed

with that and agreed to fund the operation of Pleasanton
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1 as a stabling facility through January 15th; so that is

2| the first part.

3 At that point, the Pleasanton facility would no
4 | onger be used as an auxiliary facility for CGolden Gate

5 Fields. That's not a coment on whether they are open or
6 | whether they are not open. It's just to say that Gol den
7 Gate Fields and the Stabling and Vanning Conm ttee woul d
8 not pay for that facility.

9 Then on May 1 Pl easanton woul d reopen as an

10 auxiliary facility through, | think it is June 17th or

11 June 18th, which is the day on which Pl easanton needs to
12 open in connection with its race neet. Pleasanton would
13 then stay open through the balance of its race neet at

14 | which point it would close for the remai nder of the year.
15 At all times during the year CGolden Gate Fields
16 | would be open for stabling. GObviously, during its live
17 meet it would be, and then also during the sunmer fair

18 | season it would remain open for live stabling and receive
19 rei mbursenent fromthe Stabling and Vanni ng fund; so that
20 is what the conmttee passed.
21 It was a two-to-one vote with one abstention.
22 The menbers who voted in favor of it were TOC and CGol den
23 Gate Fields. CARF voted agai nst and Sonona abst ai ned, but
24 under the terns as set forth in the statute that notion

25 carried. And | would be happy to answer any questions or
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| et ot hers speak.

EXECUTI VE DI RECTOR BAEDEKER: Excuse ne. Before
you go to the next speaker, | probably should set the
table for the conm ssioners. |In consideration of the
Gol den Gate race neet application, the Board determnm ned
that there were sufficient stalls at Golden Gate to
conduct its race neet, its upconm ng race neet. That was
previ ously on the agenda and previously considered by the
Boar d.

This agenda itemis a result of passage of the
new | egi sl ati on governing vanning and stabling both in the
South and the North, and the operative |anguage in the | aw
Is as follows:

The organi zation adm nistering the off-site
stabling and vanni ng program shall submt its proposed
financial and operational plans for the upcom ng cal endar
year to the Board for review no |ater than Novenber 1 of
t he precedi ng year.

Because this |legislation was signed right before
t hat deadl i ne and because of the outstanding issues that
still existed at that point, it was inpossible, basically,
for the -- for the commttees to -- at least in the North
to submt its plan; so staff notified themthat they were
nonconpliance of the law at that point, and they have

since submtted the plan and are before you today. But
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the law calls for the Board's review of the vanning and
stabling pl an.

CHAI RVAN W NNER:  Just as a legal clari- --
agree with that, by the way. It calls for a review, and
that's what we are doing. But where is |egal counsel --
Phil, under the law, with respect to the Board's
authority, under best interest of racing, does that not
gi ve us broader responsibility or the potenti al
responsibility with respect to this issue?

"' m not suggesting that we would do that.
just want to clarify what role we can play.

Phi | .

MR, LAIRD: Phil Laird, CHRB Staff.

Yeah. Under the law, essentially the Board does
still have sort of a continuing right to adjudicate
di sputes that arise regardi ng vanni ng and stabling. That
is fairly broad. 1It's the final subsection of the statute
and that should be reflected in the Board package.

CHAI RVAN W NNER:  Thank you. The matter is
before the Board for review at this point, but we do have
that authority, should we choose to use it.

Larry.

MR. SWARTZLANDER: Thank you, Scott.

What | would like to dois | would Iike to go

through the history of what we -- how we got here. Review
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the plan that the Vanning and Stabling Commttee approved,
whi ch CARF voted no on. Pointing out the areas of
concern, challenges for CARF and the racing in the sunmer
and to provide you sonme conclusions as to what ny
di scussi on points are.

About three years ago, | think Joe Mirris can
help ne on this one, but we had a neeting at Gol den Gate.
| know Cal Rainey was there, Joe Morris was there. [|'m
not sure if Scott Daruty was. But we were at a deficit in
the North of over a mllion dollars. And we addressed the
I ssue how were we going to deal with this as stakehol ders
in the North.

The final bottomline was everybody reduced
their rate. Golden Gate went down to ten thousand;
Pl easanton reduced theirs to five or six. But anyway,
over the course of the follow ng year in 2015 we were able
to reduce -- elimnate the deficit and get back in a
position where in 2016 the plan was that we would run
until October 13th and then we woul d cl ose Pl easanton and
the fund would still be healthy. Well, we know t hat
di dn't happen.

CARF signed with Golden Gate to anmend -- to
extend the stabling agreenent, the 2016 agreenent through
the end of the year, Decenber 24th, and as M. Daruty just

nmentioned, it has been anended by the new agreenent to run
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t hrough January 15th, which provides a deficit of
$900, 000, not counting the January 15th but the original
agreenent that term nated Decenber 24th.

So now we are sitting with a $900, 000 deficit.

So et me go through the points in the plan that was voted

on by the commttee. They want to cl ose Pl easanton 15
January, open on 1 May, and close it on 20 June. That
| eaves no auxiliary stabling for the fairs on fair
racetracks. This is a major concern for out-of-state
horses who want a base, based out of Pleasanton. They
cone there to base. They have no intent of running at
Gol den Gate.

This is a concern for the energing breeds.
Anybody that wants a base and they have energi ng breeds,
the thoroughbreds that only run on fairs can't go to
Gol den Gate. Most of the horses -- | won't say nost, 90
percent plus of the horses that run on the fairs are dirt
horses. Golden Gate is tapeta. W cannot train during
this particular plan.

Al so, the Golden Gate -- not Gol den Gate, but
the plan requires CARF and Santa Rosa both to raise our
rate to 2 percent and Golden Gate only raises theirs to
2 percent for May and June.

And then also, the deficit agreenment was they

woul d be, by their plan, a 70/30 commitnent: Thirty
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1 percent paid by CARF and Santa Rosa and 70 percent by
2 Gol den Gate Fields. These two actions conbi ned put an
3| additional financial burden on the fairs and Santa Rosa of
4 $389, 000 in purses and $389, 000 of conm ssions.
5 And as far as Golden Gate opting in and opting
6 out under the new statute, their position is that probably
7 about md April they would pay their portion of the
8 deficit and they will opt out of the vanning program And
9| then based on -- | think we have a small deficit created
10 by their current plan to run during the sumer that they
11 woul d opt back in in Cctober, Novenber until that deficit
12 | were paid out and then they would opt out, whereas CARF
13 has no opting in or opt out. W are in for 2 percent for
14 | the entire thing.
15 So based on sone conversations that we had had
16 | with Joe Morris and Scott Daruty, there were sone things
17 that we had put in our plan, CARF -- and by the way, also,
18 | this particular plan was presented to CARF the night
19 before the Vanning and Stabling agreenent. So | had no
20 opportunity to talk to ny board and ny nenbers and try to
21 conme up with a counterplan. W already had our proposal,
22 and ny intent of the neeting we called was to di scuss our
23 intentions and theirs. So basically, we got a plan that |
24 got outvoted on, and so | still wanted to present to you
25 | what CARF' s plan was and why.
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1 Nunber one, we would raise the takeout to
2 2 percent for everybody. And the reason | say that is
3 because there is no -- you will see on the next agenda
4 itemthat the South is raising theirs by a flat
5| 0.5 percent to 2 for everybody.
6 Well, in the South, you know, Santa Anita
7 contri butes 60 percent of the handle, Del Mar 28, Los
8 Alamtos 7, and L. A County Fair, 9 percent. And in the
9 North it's a 70/ 30.
10 Under the plan that they are presenting to you
11 we are being singled out that we should pay 30 percent,
12 but in the South, no. W are asking that everybody pays
13 2 percent, nunber one.
14 Pl easanton, we need to open in April
15 Two-year-olds for training, horses comng off the farns
16 need 60 to 90 days to get ready to run on the fairs;
17 1 May is too |late.
18 Closing the fairs, the sanme issue. W need to
19 stay open all the way through the end of October to
20 acconmmpdat e our out-of-state horsenen, our breeds, and
21 Fresno. Fresno would be left as the island if we had to
22 rely on CGol den Gate.
23 And | ast but |least, the deficit in our plan
24 | would be paid by the fund, and at the end of the year,
25| also we -- thisis in or out. W had tal ked about Col den

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

98




California Horse Racing Board Regul ar Meeting, Decenber 15, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Gate closing. |If CGolden Gate -- we would |like themto
close for six -- four to six weeks which, you know, gives
one of the fairs to the auxiliary and that is a plus to us
because | won't say it forces but the horses are at the
fairs and they run.

But it could go either way. Either run Gol den
Gate as an auxiliary or they don't have to be. [If they
woul d cl ose for six weeks the fund -- the fund woul d end
up in a $1.4 mllion surplus. |If they did that, closed
during the sumer, the fund would end up in the $782, 000
surplus. Al we are asking for is that we have seen what
they are doing in the South and we would like to do it in
t he North.

CHAI RMVAN WNNER: Did you want to respond in any
way ?

MR, DARUTY: The only point | would make is what
you just heard is correct in terns of the nunbers. W
coul d keep both facilities open during the sumer and
there could be a surplus at the end of the year. However,
what he's neglecting to nention is the vast, vast, vast
majority of that noney would all be contributed by Gol den
Gate Fiel ds.

And that is the question. It is CARF asking
Gol den Gate Fields to pay for their stabling. And the way

the new | aw works, we pay for the stabling at our
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facility. We would be nore than willing to nmake our
facility available for themto use, if they choose to use
it, and we have told themthat we woul d di scount our day
rate, originally by 15 percent. W then increased it;
it's now 20 to 25 percent decrease. W'd take about
thirteen and change, 13,000 and change a day as opposed to
our 16,900 audited costs.

So we are willing to make a contribution and
hel p support the industry at our own cost, but not to the
tune of several mllion dollars a year, which the CARF
plan has. And so the reason there would be a surplus is
because Gol den Gate woul d be putting in several mllion
dollars a year, half fromour noney and half from our
purse noney. And that is the part we don't find
accept abl e.

MR MORRIS: Joe Morris from Stronach G oup.

This is just a matter of economics simlar to
the South a couple years ago when we had enough stalls to
consolidate into them and cl ose Fairplex and save noney
for stabling and vanning. That is what we did.

Up at Golden Gate now, there is enough stalls --
and this isn't good news, but there is enough stalls at
Gol den Gate to take that entire popul ati on w thout using
Pl easanton anynore. So we just -- we just can't afford to

keep it open when we have the space to be able to put them
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onto our facility and not have to pay for the auxiliary
st abl i ng.

You know, there is a challenge of the deficit,
and we' ve stepped up and we've said we'll pay 70 percent
of that. On actual cost to us, we probably owe 40 or
45 percent of it. W said we'll pay 70 percent of it to
hel p that, help, you know, put that expense away. So we
are trying to work through it.

It isn't convenient for people, but on the
econom c side of it, those two facilities are 30 mles
apart, and we have got the stalls to be able to
accommodate all the race horses in the North at Col den
Gat e.

CHAIl RMVAN W NNER:  What about the issue of
Arabi ans and other breeds that -- they can't race at
Gol den Gate. Can they train at Gol den Gate?

MR MORRI'S: That's never cone up before.
mean they can train at Pleasanton on their own expense.
W woul d certainly | ook at running sonme of those races
right now W either need a | aw charge and/or CARF' s
approval to be able to do that. It's not that, you know,
we don't want to run enmerging breeds. W can't right now
So, | nean, if we want to --

CHAI RVAN W NNER:  Trai ning --

MR MORRIS: |If there was enough room you know,
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with all the health certificates and what we have for the
rest of the horses, that's sonething we'd certainly
consi der.

COW SSI ONER SCLI'S:  One of the issues that |
have with closing Pleasanton is, of course, when all the
two-year-olds cone in, | have been on the backsi de of
Golden Gate. To ne it's going to be overcrowded, and you
going to have all these safety issues with two-year-ol ds
comng in, and all the people that have to nove out of
there -- out of there -- famly that had to nove out of
Pl easanton to go back to Golden Gate, | nean, how is that
going to work?

MR MORRIS: A couple of good concerns. One, as
| said, it's 30 mles apart, and if they are in tack roons
at Pleasanton, there's tack roons at Gol den Gate.

The second part of that we're not putting any --
a hi gher nunber of horses than we have had in the past on
t he backstretch of Golden Gate. The nunbers have
dimnished to that. | nean there are tines that Gol den
Gate in the past have had 1400 horses back there. W're
not | ooking to have nore.

The third thing I would point out on that, if we
need to extend or segregate our training hours to where,
you know, two-year-olds get a certain set of tine, workers

coul d get another, that is sonmething we can | ook at to
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1 phase that in; so it is nore of a structured workout
2 scenari o in the norning.
3 But the two-year-olds -- | nean, the nunbers
4| just showit. The other thing with two-year-olds, we're
5 going to let two-year-olds in on January 1st as |long as
6| they are ready to gallop, and if you take those into the
7 nunbers from Pl easanton over the |ast couple of years,
8 | two-year-olds have been there on January 1st, we're still
9 going to have | ess than 1400 horses when we -- when we
10 nove them over.
11 COMM SSI ONER SOLI'S: | amstill not -- like
12 say, | have been on the backside of CGolden Gate, and to ne
13 it's already crowded. And to ne, putting nore horses over
14 | there is going to be even worse. To ne, it's a big safety
15 issue. It really is.
16 MR, SWARTZLANDER: A |ot of these two-year-olds
17 never want to train on tapeta, they want to train on dirt.
18 And, again, the intention of all negotiations, at |east
19 CARF, when we talked to Golden Gate and the TOC was t hat
20 everybody agreed that the fairs are fairs; we had to have
21 auxiliary stabling. Qur out-of-state people cone.
22 They' re based out of Pleasanton. They don't want to nove
23 to every fair, and whatever they bring over, 20, 30
24 horses, they're all not going to run at Pl easanton,
25 they're all not going to run at Santa Rosa. They have to
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nove, and they want a base and they want to run on dirt,
not tapeta.

COW SSI ONER KRI KORI AN: What about concept
of -- well, what is the date again that we start at
Pl easanton? Excuse ne.

MR, SWARTZLANDER: 20 June, the current plan.

COWMM SSI ONER KRI KORI AN No. For stabling.

MR MORRIS: May 1st for CGolden Gate auxiliary.

COW SSI ONER KRI KORI AN: Coul d that be noved
back a nonth to April ?

MR, DARUTY: Well, | suppose there's two
gquestions there. One question is whether Pleasanton would
meke the facility available, and then the other is who
pays for it. So yes, it's physically possible, but where
does the noney cone to pay for that?

MR, KRI KORI AN: W' || ask CARF

MR. SWARTZLANDER: That goes right back to the
fee. 1 mean if we sinply said we didn't want to play
ganes here and we're out, and Scott could do the sane
thing to us, who is going to pay for it? That is an
obvi ous poi nt of discussion.

| don't think we're liable for the 30 percent.
We'|ll step up to the table for the 2 percent for the year,
but I don't think it is fair and -- but we are not

doing -- this is not fair for Northern California racing.
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1 We are not benefiting racing in the North with this plan.
2 COWMM SSI ONER KRI KORI AN Can you explain -- can
3 you explain again why you are not liable for the

4 30 percent?

5 MR. SWARTZLANDER: Well, that is why | pointed

6 out the history. The last tine we visited the deficit,

7 the mllion dollars plus, there was no di scussi on of

8 30 percent, 70 percent. It was a pool. It has always

9 been a pool, just like in the South. W cane out with the
10 deal, lowered our day rates, and the deficit was paid off.
11 What they are asking in this is now -- and we

12 had a 2016 plan, which was simlar to 2015, nothing

13 different. Now, we have a deficit that this plan

14 generated rather than, again, pooling it and having the

15| fund pay it off over time, you get behind, and we had to
16 do sonething -- sonething has to change. C osing

17 Pl easanton. That was on the table. | believe we noved to
18 a position now where, you know, the CARF plan says we'll
19 close until 1 April and then we'll close on October 30t h.
20| We're bringing sonmething to the table.
21 We know that there are stalls -- you know,
22 | there's too many -- Golden Gate could accomodate the
23 horses during those periods. But the periods we are
24 asking for, we need the stalls. And the peak nunbers, we
25 have no -- |I'd have to | ook at the July nunbers. | nean,
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1 does ol den Gate have enough stalls for the horses com ng
2 into the state? No.

3 MR. DARUTY: Couple points. Scott Daruty for

4 Gol den Gate Fields. Couple points.

5 The $900, 000 deficit was substantially generated
6 during the CARF fair season. |In other words, when Gol den

7 Gate Fields finished its neet in June of 2016, there was

8 actually a surplus in the Stabling and Vanning fund. Over
9| the course of the summer, the deficit built, and so we

10 believe it is fair for CARF to share in a portion. |

11 honestly coul d make the argunent they should pay the whol e

12 | thing because it was their debt but we're not taking that

13 position. W're saying we'll pay 70 percent and we want

14 | themto pay 30.

15 As far as where the stabling occurs in the

16 sumrerti me, whether there's enough stalls at CGol den Gate

17 or not enough, you know, stalls at Golden Gate, there wll

18 be one fair running at all tinmes. So in addition to the

19 | stables that are avail able at CGolden Gate, there will be

20 stables at the fair running, whether that's Pl easanton or

21 | Sacranento or Santa Rosa or wherever, and we are not

22 | telling themthey can't use additional stabling if they

23 choose to do so. W are just saying don't nmake Gol den

24 Gate pay for it. Wiy should we pay for the stabling that

25 they use during their neet?

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

106




California Horse Racing Board Regul ar Meeting, Decenber 15, 2016

1 COW SSI ONER AUERBACH: Is this a plan that was
2 agreed on by anybody, or what are we | ooking at here?

3 CHAI RVAN W NNER:  Yeah. It was agreed on by

4 St abl i ng and Vanni ng by two-to-one with one abstention.

5 COW SSI ONER AUERBACH: | see.

6 CHAIl RMVAN W NNER: Wi ch is under the statute

7| that's what is required.

8 MR, RAINEY: Cal Rainey at CGol den Gate Fiel ds.
9 I'"d just like to say that traditionally in

10 Northern California, going back as far as Bay Meadows

11 racing in Northern California, before 2008, the fund and
12 the commttee was established, and there was al ways a

13 one-third responsibility on behalf of CARF. Bay Meadows
14 usually paid a third. |'mtalking about an exanpl e woul d
15 be anything |like tattoos, horse tattoos, always get

16 conpleted at the track, either Golden Gate or Bay Meadows
17 at the tinme when the horses cone in for the first tine,
18 and then CARF had al ways been responsible for one third of
19 all those costs. So basically CARF has a third of the
20 busi ness, Bay Meadows had a third, and Gol den Gate had a
21 third traditionally. So nowit is tw thirds Golden Gate
22 and one third CARF.
23 MR. SWARTZLANDER: To this date CARF has not
24 pai d anything outside 1.25 percent into the fund.

25 CHAI RVAN WNNER: | amgoing to start calling
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on -- unless there are other questions of the fol ks at the
table, | amgoing to start calling on sone of the other
peopl e who wanted to speak on this issue.

Maur een Morl ey.

M5. MORLEY: Maureen Morley. |'m an owner.
Thank you for this opportunity to comment.

The Board's action on this itemw Il define the
future of horseracing in Northern California. Action on
this itemis conplicated by the recently anended Busi ness
and Prof essions Code, which have not been properly or
fully inplenented.

The proposed financial and operational plan for
stabling in 2017 due to the Board for review by
Novenber 1st was received only a few days ago before the
start of 2017 in just 16 days. The required procedures
and tineline inplenenting the opt-out provision have yet
to be established. This has allowed for specul ative
di scussion that is taken as fact and has been particularly
threatening in the face of a deficit.

The proposed plan and establishnment of
procedures are the responsibility of the Stabling and
Vanning Commttee. |In the absence of the tinely and
conplete action by that commttee, the Board has the
authority and | believe the responsibility to ensure that

stabling is conducted in a manner that serves the best
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I nterest of horseracing.

At this critical time with the pendi ng seasonal
cl osure of Pleasanton already driving horses and horsenen
out of the area and out of the state, precipitating a
decline in California horseracing the Board nust, |
bel i eve, exercise its authority today.

The Board has determ ned that Gol den Gate Fields
has sufficient stalls to conduct its neet w thout
requiring an auxiliary. However, it seens that approval
of the neet application does not automatically determ ne
funding of a stabling and training facility. | enphasize
training as it is allowed in the codes.

Fundi ng of a stabling and training facility
shoul d be articulated in the financial and optional plan.
You have received very late a radical plan with i nadequate
time for review. In the absence of tinely and right
action, the Board may want to consider a notion to
I ncrease the deduction for all associations to 2 percent
as recommended by both the TOC and the CIT at the Novenber
neeting to address the deficit and to continue funding
Pl easanton as a stabling and training facility until the
2017 proposed plan has been properly reviewed, including a
revi ew of other proposed options and consi deration of
public comment.

Further, until opt-out procedures are
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1 established as required by [ aw, no associ ation shoul d be

2 all owed to opt out. And when procedures are established,
3 opting out should be restricted when there is a deficit, a
4 deficit created by all parties.

5 | continue to hear that the fairs are using nore
6 noney than they are generating. That is because, while

7| the fairs are running with sufficient stabling available

8 at fair grounds, they continue to fund Gol den Gate Fi el ds
9 at $16,900 a day. | believe this approach best serves all
10 parties as the alternative is the eventual seasonal

11 cl osure of both Golden Gate Fields and Pl easanton with the
12 extreme | oss of horses and horsenen and the ultinmate

13 dem se of horseracing in Northern California.

14 | appreciate your consideration of these

15 | comments.

16 CHAI RMVAN W NNER:  Thank you very much.

17 believe that since there is no action itemon the agenda,
18| we can't take an action at this neeting. It hasn't been
19 agendaed. Therefore, the purpose of this itemis a
20 review. It is not an action item and therefore, unless
21 | egal counsel disagrees or tells nme that that is not

22 correct --

23 MR MLLER No, that is not -- you are correct.

24 CHAI RMVAN W NNER: Ckay. Thank you

25 Mei Davis. | don't know if | am pronouncing the
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1 name correctly. Mei Davis.
2 M5. DAVIS: Mei.
3 CHAI RVAN W NNER:  Mei Davis. Thank you.
4 M5. DAVIS: | amgoing to talk slowy so you can
5 understand ne. | amjust saying --
6 CHAI RMVAN W NNER: Do you want to conme up here
7 because it is hard to see you from back there.
8 Thank you. Can you identify yourself and --
9 M5. DAVIS: W nane is Mei Davis. | work for
10 | Arabian and quarter horse. So | hope you guys excuse ne,
11 nmy | anguage accent. | try to talk slowy. |[|'m nervous.
12 CHAI RVAN W NNER:  Thank you. Don't be nervous.
13 M5. DAVIS: But there's Pleasanton shut down and
14 | tal k about open up May 1st is not fair because Arabian,
15 they need at | east over two nonths, two and a half nonths
16 of training, and they have two or -- they need two work
17 for all of us. In the (inaudible) they have three.
18 So if you open up May 1st, no way we can run any
19 horses in Pleasanton. So we need to try to open up
20 | April 1st. Also, we have -- in July, we have two big race
21 for Arabian. To us, it is big. To thoroughbred, they
22 think it's small noney. It is like 48,000 from M ddl e
23 East. So we need California horse race -- to run that
24 | race.
25 And al so, we have race on April 2nd at Santa
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Anita next nonth -- no, next year in April. W need a
facility for themto train the horse, get themready for
the $100, 000 race. But problem Golden Gate Arabian and

t horough -- Arabian and quarter horse and energi ng breed
horse, they never run to ne synthetic track, okay, because
they all been running in the dirt.

The horse cone fromout of state to cone help us
for the big race. |If they have -- they don't care for
synthetic track. They run in dirt. So nost of our horse
not used to that. So that's why we can go Golden Gate to
train.

So anyway you guy can hel p us open up on
April 1st so we can run a whole neet in Pleasanton,
quarter horses and Arabian. That's ny question.

COMM SSI ONER KRI KORI AN: May | ask you a
question? Thank you

May | ask you a question? How many races -- how
many Arabi an races are run a year and where are they run?

M5. DAVIS: Mst we run in sumrer in California.
We used to run in Los Al too. Problem because the
I nsurance got so high. Cost -- when a trainer has to pay
$400 to start a race and our purse only sixty-three, by
the time -- | used to owmn a horse. Then | can run one
race and the horse be pay hinself. Now you have to win

two races in a nonth to pay wthout conme out of the
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1 owner's pocket.
2 So we try so hard, try to get TOC to hel p us,
3 get Los Al Finish Line to help us for the insurance. They
4| won't do it because they qualify as energing breed.
5 To nme, people should understand they al
6 I nterest thoroughbred, thoroughbred. They don't
7 under stand where the thoroughbred cone from by the Iong
8| time ago. Take three Arabian style to make thoroughbred.
9 So | don't understand what qualify say Arabian
10 Is enmerging breed. Arabian should not be energing breed.
11 It can be qualified sane thing.
12 Anot her thing ny mnd thinking, all the horse we
13 are racing should be all work together, because they are
14 horse to me. In a mll, quarter horse, Arabian and
15 t horoughbred, to ne, they all horse, and they all here to
16 hel p us to nmake a state.
17 If we start horses without this noney cone in,
18 State Fund, we don't -- where the tax going to conme from
19 to help pay the State? Horse race pay the State too, pay
20 | the tax.
21 So that's one thing I wish all the thoroughbred
22 peopl e can be work together with us and that's | want to
23 ask you guys al so, do you know anybody can hel p us
24 i nsurance for energing breed so we can get nore people,
25 nore trainer?
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1 Because now | have trainer, | have horses

2 because they can't afford to cone down with $400 every

3| time we run. So we have been fighting that for five

4 years, Six years, the insurance.

5 I f you can help us, we can get nore trainer and
6 nore owner.

7 CHAI RVAN W NNER:  Was your question answered?

8 COMM SSI ONER KRI KORI AN: My question -- well,

9 not really.

10 Maybe CARF can tell us a little bit about how

11 many races are run a year for Arabians and at what tine,
12 specifically, and so forth?

13 MR. SWARTZLANDER: As you know, we have quarter
14 horses, mules, and Arabians all being enmerging breeds.

15 Last year we had 14 races for quarter horses. And the

16 mul es and Arabi ans, you | ook at the upper 20s, 28, 29,

17 sonetinmes 30 races a year we get out of both of them And
18| we try to run every day at |east one breed race. Sone

19 days we run a quarter horse, a nule, and an Arabi an race.
20 COW SSI ONER KRI KORI AN: Run at the fairs?
21 MR. SWARTZLANDER: At the fairs, yes.
22 COMM SSI ONER KRI KORI AN Ckay. But can't the
23 fairs provide -- you' ve got several tracks. Wy can't you
24 provide training facility for these horses?
25 MR, SWARTZLANDER: Well, it's auxiliary stabling
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1 and requires day race to open. CQutside the fund.
2 COW SSI ONER KRI KORI AN: Does it fall under the
3| sane classification --
4 CHAI RVAN W NNER:  Yes.
5 But the question is who is going to pay for it?
6 I[t's not whether they will be open. It's who's going to
7 pay.
8 MR. SWARTZLANDER: | got race -- | got fairs
9 that can open, Sacranento, Pl easanton.
10 CHAI RMVAN WNNER: But | think Scott nmade --
11 MR SWARTZLANDER: Santa Rosa.
12 CHAI RMAN W NNER: The point it's a question of
13 who pays.
14 MR, SWARTZLANDER: Who pays. Scott's right.
15 EXECUTI VE DI RECTOR BAEDEKER: That's a difficult
16 qgquestion, as everybody has tal ked about, and the limted
17 raci ng bei ng done by the Arabians and the nules -- | don't
18 have the quarter horse nunbers, but, you know, very little
19 Is contributed to the Vanning and Stabling fund; so it's a
20 chal | enge.
21 Did the commttee address this issue inits
22 negoti ati ons?
23 MR. SWARTZLANDER: As far as the energing
24 breeds? It was nmentioned, but it wasn't discussed in
25 detail, no. It did get to a point of yes, no, naybe.
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1 CHAI RVAN W NNER:  Yes, no, nmaybe?
2 COWM SSI ONER KRI KORI AN How nuch wagering is
3| there on the Arabian races versus other races?
4 MR. SWARTZLANDER: | don't have the nunbers in
5 front of me. | would say it's |ike 30 percent.
6 COMM SSI ONER KRI KORI AN Thirty percent of
7| the --
8 MR, SWARTZLANDER: What you woul d bet on
9 t hor oughbr eds.
10 CHAI RVAN W NNER:  Thirty percent on Arabians or
11 30 percent on all the -- on all the energing breeds?
12 MR, SWARTZLANDER: Yeah. |If you could get a
13 $100, 000 -- we could get $30,000 bet on -- the sane race,
14 if you ran the Arabians, we could get $30,000 bet on. |If
15 | you ran thoroughbreds, we could get $100, 000.
16 CHAI RVAN W NNER: COkay. Thank you very, very
17 much.
18 M5. DAVI'S: Thank you.
19 CHAI RVAN W NNER:  Dorot hy Burt again. | hope
20 | said your nane right this tine.
21 M5. BURT: H . Dorothy Burt representing
22 | Arabian racing. |In answer to your question, when the
23 Arabians ran in the last race of the day, here at Santa
24 Anita, wherever it is -- | know, at Santa Anita, around
25 the 1st of April last year they -- what was the handl e,
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1 700, 000? -- when we weren't put in one of the first three
2 | races.

3 | think we have established that Arabian racing
4 i n general hel ps thoroughbred racing by taking these | ess
5 desirable slots on the racing card, but I want to talk to
6 | you about ny disagreenment with the | ate opening of

7 Pl easanton as an auxiliary facility.

8 May 1st, 2017 is unreasonable. Proven

9 racehorses need nore than 45 days to be conpetitive.

10| Arabs will be primarily affected. They race the sane as

11 t hor oughbreds, they go around the turns, they do

12 everything. They have to get the sane works, the sane

13 times -- timer, sorry.

14 Thor oughbr eds have many choices in Northern

15 California, from Golden Gate Fields to various training

16 | sites and branches and farms. Golden Gate Fields will not

17 | take Arabs. O wll they? They have said both ways. |

18 have no idea. | have been told they will not allow Arabs

19 to go there to train.

20 Well, et me be personal. | own part of the

21 best Arabian mare in her age group in the United States.

22 Dream Pearl would Iike to cone down here and race at Santa

23 Anita in the $100, 000 Arabian race but she cannot prepare

24 here in California. She will have to go to Texas. Now,

25| who knows if she will cone back? | don't know.
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1 Now, at the other extrenme, | own a two-year-old
2| whose training will cone to a halt because Pl easanton is
3 cl osing and Golden Gate Fields will not allow horses in
4| training, let alone Arabs in training.

5 | understand the noney involved, but | would ask
6 | that Pleasanton be sonehow reopened earlier. April 1st

7 woul d be a great benefit to get horses ready to race,

8 especially with the opening of the Pleasanton neet.

9 And your question of who pays to open that nonth

10 earlier, | don't think anyone has really talked to the

11 Pl easanton conmunity, because many people have offered to

12 pay part of, to cut costs, but nany suggesti ons have been

13 bl oat ed.

14 And as far as | know, nothing has been acted on,

15 and they have not involved the community. And nmany people

16 are having to close up, store their stuff. Famlies, like

17 you say, are being disrupted and noved out of places

18 | they've lived for years.

19 So thank you for listening to ne. | would

20 real ly hope you coul d encourage Pl easanton to open at

21 | east a nonth earlier than is projected. Thank you.

22 CHAI RMVAN W NNER:  Thank you very much.

23 Terri Eaton. | have two cards for Terri Eaton

24 MS. EATON: Good afternoon, all. | ama

25 | trainer, owner, breeder of Arabians and thoroughbreds.
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1 My obj ective standing up here today is to ask
2| you to extend the opening of Pleasanton to sonmewhere
3 bet ween March and April. The reason |I'msaying that is we
4 do need the tine. W have a |lot of horses that don't run
5 at Gol den Gate because they're not fast enough or good
6 enough or they don't like the synthetic surface. So,
7 therefore, we decided we are going to turn themout, |et
8| themhave a little bit of a break.
9 But in order for these horses to be ready to
10 come back in, they surely need nore than 45 days. The 1st
11 of April is nice. The mddle of March woul d be better.
12 Especially for our Arabian horses, we are trying to get
13 these horses ready to run at Santa Anita, and we -- | had
14 | the best -- one of the best horses in the nation this
15| year. He went to Abu Dhabi, and he conpeted there. He
16 got -- he was trained at Pleasanton. And they allowed us
17 to do sone things that we needed to do to nake this horse
18 right. And we would like to be ready for the 100, 000, but
19 there's no way that we can be ready for that race if you
20 do not allowus to train there and if the facility cl oses.
21 The proposed way for the van -- for the stabling
22 situation at this point is going to be very, very
23 expensive for trainers as nyself that has both breeds. It
24 Is going to nake us uproot our barns and | eave roughly
25 every three weeks. That's a huge expense. Owners aren't
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going to be able to cone up with that, especially wth
t hese cheaper horses that run and the fair horses, and the
peopl e aren't going to want to do that either. Not only
are we going to have to endure the insurance cost, but
we're going to have to endure the cost of picking this
barn up and noving it every three weeks. That is crazy.
The other thing is, is that | have been over to
Gol den Gate. | have seen what they have over there. That
is a filthy, disgusting, awful place. The rats are
everywhere. The stalls are falling dowmn. They are not

safe for horses. There's gaps in the walls where

the horses, if they lay down to roll, they get cast, and
they get stuck underneath the walls. It is not a good
environnment. | nyself would not subject ny horses to it.

| went over there to race a horse the other day,

wal ked in the stall, and there were three rats, three rats
in the stall with ny horse. | had -- |I took her out of
there and went to another stall. And it was hard to find

another stall that wasn't infested with rats.

Now, why woul d you want to subject your horses
to sonmething of this sort? | think it's a shane. It's a
rotten shane that we have to subject our animls and our
peopl e to these kind of things. It is horrible.

Anyway, gentlenen, if you would think about

this, and take it into your consideration, | do believe it
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1 would be a really wwse idea if Golden Gate Fields could
2 cl ose for the six weeks during the sumrertine. It would
3 save a |l ot of noney, possibly put us back into a plus
4 | situation for our stabling and training and vanni ng
5| commttee. And if we could do that and cl ean out Gol den
6 Gate Fields, extermnate the rats, clean the stalls, make
7 things better for us, naybe a | ot nore people would be
8 happy to go over there.
9 In closing, all I can tell you is that | have
10 applied for stalls over there. They've called ne.
11 They' ve asked nme how nmany | amgoing to need. | said |
12| would like to set up at least a few stalls over there so
13| that |I can ship in and out of, but they can't tell us
14 | whether they have roomfor us and they can't even give us
15 a barn. They can't tell us anything.
16 So are they really prepared to accept us? | am
17 not sure. Anyway, thank you gentl enen.
18 CHAI RVAN W NNER:  Thank you. W did talk --
19 | what is the plan for rehabilitating the backstretch, so to
20 | speak? | mean that has been di scussed at prior neetings,
21 and there was going to be a break for that purpose.
22 Where is that at this point?
23 MR. DARUTY: Scott Daruty on behalf of Gol den
24 Gate Fi el ds.
25 Qur original proposal had us closing for four to
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1] six weeks --
2 CHAI RVAN W NNER:  Ri ght .
3 MR. DARUTY: -- to do extermnation work which
4 as you all know, is challenging to do when you have horses
5 on the backside. For reasons really, you know, beyond our
6 control, just in terns of trying to get some consensus
7 because, you know, there's a team here, every issue,
8| there's not two sides; there's five sides. And in trying
9| to balance all these interests and cone up with a stabling
10 and vanni ng plan, there were those who suggested CGol den
11 Gate should not close and that we should keep it open all
12 sumrer, and so we went along with that.
13 So as of right now, the approved plan does not
14 have us closed at Golden Gate Fields. Wuld we like to
15 be? Yes, we would like to be closed for a four- or five-,
16 | six-week period. That would be healthy. But again, how
17 do we cone up with a plan that everybody buys off on and
18 how do we cone up with a plan that we can afford? That's
19 | the chall enge.
20 CHAI RMVAN W NNER: Ckay. Thank you
21 M chael Brown.
22 MR. BROMN: | was going to say good norning, but
23 now we're into the afternoon, and | appreciate all of you
24 allowing us to speak. | am M chael Brown, and | amthe
25 Pl easant on Arabi an Raci ng C ub.
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| spoke to you last nonth on behalf of the
Arabi an horses. | raised horses a few years ago, and this
year, Cory Soltau got ne into the Pl easanton Arabian
Racing Club and | was so glad to be back into it.

| have with nme -- this is ny grandfather's
watch. It's over a hundred years old. M grandfather,
back in Newark, Ohio, used to go out with his friends and
they used this watch -- they all had one -- to tinme the
horses. They didn't have all the fancy el ectronics that
we have today. And | cherish this. Wen ny nother passed
away five years ago, she made sure that | got this watch
because she knew ny dad had taken ne to that area where
they used to race when | was a little boy.

And I -- | really don't want horseracing to die
out in Northern California. You heard a |ot today about
your duties as the comm ssioners to act in the best
I nterest of horseracing, and what we see in this plan that
has been proposed for Northern California is not in the
best interest of horseracing. As a matter of fact, it
coul d spell doonsday for horseracing in Northern
California because we don't have here all the facilities
that are available in Southern California that have been
made available. W don't have the off-site things that
t hey have down there.

The legislature has made its intent very, very
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clear. Section 19540 of the Business and Professions Code
says that -- at least so far as the fairs are concerned,
the fairs shall, not should, not maybe, not whatever, but
shall provide a program of racing that includes

t hor oughbred raci ng, quarter horse racing, Arabian racing,
and Appal oosa racing. The legislative intent is very

cl ear.

|"msorry that Professor Choper is not here
because he and | could engage in a discussion of that.

But it is clear that the |l egislature wants raci ng of al
breeds, not just thoroughbred racing, and there's a good
reason for that, because you don't have enough

t hor oughbred racehorses racing today to make it a viable
business. As they said at the |ast neeting down in Del
Mar, you need to find a way to fill the card. You got to
take that starting gate and fill it with horses and that
IS not what is happening.

Now, after that nmeeting that |ast nonth, and one
of the reasons | | oved you having the neeting at Del Mar,
is | have a daughter and grandchildren that |ive at Sol ano
Beach, right next door, so the day after the neeting |
took ny grandchildren there, eight and nine, and | took
themto their first horse race and they had a ball. The
fol ks at Del Mar were so nice, and they had just -- they

had a lot of fun. And we watched the races, but one thing
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1| that stood out to nme was that there were two races that

2 had a full card that filled the starting gate. The rest
3 of themwere five, six, seven horses and, you know, as

4| well as | do -- it's well known in the industry -- you

5 don't get a lot of betting if you don't have a | ot of

6 hor ses.

7 And what is happening is that you need to find a
8| way to conpress those. And as | told you before and

9 suggested to you before, what you need to do is nake it
10 | viable for these energing breeds to race. And when you
11 put those horses in the first race or the second race or
12 | the third race when nobody is around and nobody is paying
13 attention, you don't get a big handle. But if you put

14 | them-- as Dorothy pointed out, you put themtowards the
15 end, you get a big handle.

16 You need to treat the energing breeds as kindly
17 as you threat the thoroughbreds and that is what | am

18 | suggesting you look for. You have to act in the public
19 interest and the interest of the horseracing industry.
20 Now, Gol den Gate Fields says, well, we have
21 profit issues and so on. Next week -- if | live another
22 | week -- 1 will celebrate 50 years as a | awer.
23 Decenber 23, 1966, | was admtted to the bar. Like
24 Prof essor Choper, | served a couple years as a |aw clerk
25 He was with Justice Warren of the Suprene Court. | was
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1 with the | ocal Al anmeda County Superior Court, but -- and
2| then | spent 48 -- the last 48 years doing trial work. If
3 | go into court and want to take a position and have an
4 affirmati ve position, | got to prove it. | got to present
5 evidence. | got to say here is ny case and here is how I
6 prove it. | haven't heard anything that says that ol den
7 Gate woul d be hurt by going to 2 percent. | have heard
8| that 2 percent would create nore noney, would help to
9 reduce the deficit. | haven't heard anything that is a

10 commi tment by CGolden Gate Fields to support energing

11 br eeds.

12 The thing that | ask you to renenber and ask you

13 to look at very carefully, Assenbly Bill 2011, which was

14 enacted and signed by the governor in Septenber, doesn't

15| just say stabling and vanning. It says stabling,

16 | training, and vanning over and over and over again. It

17 says training horses. It doesn't just say stable them

18 It says train themand that neans you got to provide a

19 facility where they can train.

20 And you have heard several people today talk

21 about how Gol den Gate Fields is not a good place to train;

22 people don't want to train there. You need to keep the

23 other facilities open and that neans Pl easanton.

24 Now, if there's a dispute, | respectfully

25 request that you | ook at Business and Prof essions Code
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1 Section 19607.3(i). | want you to adjudicate this. You
2 have the power to act as an arbitrator to adjudicate this
3 thing, and | don't think that you shoul d approve anythi ng
4| that conmes up at this late date.

5 You have said the Novenber 1st date, you are

6 going to excuse that. And I think that's a w se deci sion
7 because nobody had tinme to do anything by Novenber 1st.

8| W've got tinme now, and what | am suggesting to you is

9 don't put this plan in place that denies people that own
10 horses and trainers that own horses the right to properly
11 train their horses. Keep Pleasanton open, raise it to

12 2 percent, and then as a board, whether you hol d heari ngs,
13 whet her you hol d neetings, whatever you do, adjudicate

14 | this as a board. Have hearings, |et people cone in. Let
15 peopl e explain the problem Don't just call it a review
16 What has been presented to you is -- should be
17 given nore study and be nore careful, and | think that in
18 | the interimif you just raise the 2 percent -- to

19 2 percent, keep Pleasanton open, allow the industry to
20 | survive, and then take your tine and | ook at this very

21 carefully and work out a plan.

22 CHAI RMVAN W NNER:  Thank you.
23 MR. BROMN: | hope you wll do that.
24 CHAI RVAN W NNER:  Thank you, M. Brown.
25 | want to stress one nore tine that what is
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before us is sinply the ability to review. There is no
action itemon the agenda, and therefore, there's no
action we can take on this matter, unless we choose to put
it on the agenda for another neeting.

M . Hoban.

MR BROMWN:. May | reply to that just very, very
qui ckly. You have the authority as the Board --

CHAI RVAN W NNER:  Yes.

MR BROM:. -- to adjudicate this issue. And if
you say there's no action itemto be taken that neans that
you are going to all ow sonething to happen.

CHAl RMAN W NNER: There's no action item
M. Brown, because it hasn't been agendaed. If we were
going to take an action at this neeting, we would have had
to agenda it so that those people who wanted to
participate in the discussion in the public, besides those
who are here, would have had the opportunity to do that.
There's no action itemon the agenda; therefore, we can't
take an action.

MR. BROAN:. Ch, |I'mnot asking you to take --
what |'masking you to do is set an agenda item

CHAl RVAN WNNER: We m ght -- we mght -- we may
choose to do that.

MR. BROMWN:. Thank you.

CHAI RMVAN W NNER:  Thank you.
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M . Hoban.

MR, HOBAN. Good norning. Jerone Hoban, Al aneda
County Fair representing also the OGak Tree Partnership and
CARF.

Comm ssi oners, thank you for hearing this today
as a review. For the |ast two years, the racing industry
has diligently worked to pass |egislation or anendnent to
|l egislation that it would allow, hopefully, a pernmanent
fix to the deficits that were created in the North and the
Sout h for vanni ng and stabl i ng.

At one point, there was |egislation that was
brought forward by the South that ultinmately was not noved
forward and CARF picked up the ball and ran with it for
the good of racing, North and South. Southern California,
t hough, has enacted that new | egislation and increased the
takeout to 2 percent to solve the stabling and vanni ng
I ssue in the South.

In the North, however, we have been net with an
uni nt ended consequence. And | believe that the reason in
the South they did not receive that is because the
di stribution of race dates, the generation of the vanning
and stabling funds are nore distributed equally anong
organi zations. In the North, we have nine nonths of
racing wwth Golden Gate Fields, three nonths of racing

with CARF fairs, and therefore, you can see we have been
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tal ki ng about | everage all day. There's an extrene anount
of | everage that Gol den Gate Fields has over this fund.

It also has been stated that the deficit that
was created was created during the summer when fairs were
racing. | take exception to that. It was created at that
time; however, it is because the pooled group or the
commttee that governs this or adm nisters these funds
collectively decided it was in the best interest of racing
to keep Golden Gate Fields open at 19 -- or $16,900 a day
for the good of all of Northern California racing.
Certainly, the fairs have enough stables to handle all of
the horses in the North at any given tine. So it was for
the good of racing that this conmmttee voted and al | owed
the stabling to operate in that fashion.

When we tal k about whether this should be -- the
debt should retroactively now be split in sone 50/50,

30/ 70, what have you, is a retroactive assigning of the
deficit and that to ne is what is inappropriate, because
the decision was made in a different circunstance by al
three nmenbers, just as this decision that is -- has been
vot ed | ast Sat urday.

So | would also like to point out that the only
reason this is happening is because in the North wth nine
nont hs of racing at Golden Gate Fields gives the ability

for Golden Gate Fields to do a noney grab. Essentially,
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1 the noney that could be used for the betternent of the
2 entire racing industry, now half of that vanning and
3 stabling fund that would be generated will go to the
4 profits of CGolden Gate Fields instead of being used for
5| the entire industry.
6 Also, it has been said that this is noney earned
7 by Golden Gate Fields. | would also submt that the
8 lion"s share of satellite wagering facilities or off-track
9 betting is at fairs, the network of fairs that CARF
10 | supports. So the noney that goes into this pot is
11 actually comng fromthe satellite wagering facilities
12 supported by CARF racing fairs.
13 | believe that this is a very detrinenta
14 proposal that is not necessarily before you for decision
15 today but for review. It is going to be a huge detri nent
16 | to fairs in general, and CARF has put together and put
17 forward a proposal that is reasonable. It would allow --
18 it is readily understood that we have to do sonething
19| financially for the vanning and stabling fund and that we
20 probably need to | ook at a seasonal closure of Pleasanton,
21 but to close Pleasanton all but two nonths of the year is
22 an extrene nove in Northern California. A sixth-nonth or
23 a sevent h-nont h openi ng of Pl easanton woul d be far nore
24 reasonabl e and stair-stepping into paying off the deficit.
25 | The CARF proposal does both. It actually creates a
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1 sur pl us.
2 So with that said, | would respectfully request
3| that the Board place an action itemon the agenda in
4 | January to adjudicate under 19607.3(i) and, hopefully,
5 pl ease conduct a neeting in Northern California where the
6 affected folks are. | would also be available for
7 guestions as the |andlord of Pl easanton.
8 CHAI RMVAN W NNER:  Thank you.
9 Does anybody here want to respond to any of the
10 poi nts that have been made up to this point? No? No.
11 kay. Go ahead, please.
12 Conmi ssi oner Krikori an
13 COMM SSI ONER KRI KORI AN: Just to confirmthat
14 noving forward the Board does have the right to review
15 this as we go along; so if it is not working well in the
16 | summer, you know, through the year, things could change
17 nmoving forward; is that correct?
18 MR MORRIS: Joe Morris from Golden Gate. |
19 believe in the notion there was a set date of March that
20 | you were going to review that.
21 CHAIRVAN WNNER: | "' m sorry?
22 MR MORRIS: At the last neeting when we
23 di scussed all this, | believe you put a notion -- part of
24 the notion was it would be reviewed in March, which would
25 have given us a few nonths to try this.
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CHAl RMVAN W NNER: Yeah. And it was either March

or April. I'mnot quite sure.

MR MORRI'S: Sonewhere in there.

CHAI RVAN W NNER:  Yeah

COW SSI ONER KRI KORIAN: It would seemto ne,
even if we --

CHAI RVAN WNNER: | nmean we have the right to
review it anytine.

MR MORRI'S: Anytine.

COMM SSI ONER KRI KORIAN:  Right. That's ny
poi nt .

CHAI RVAN W NNER:  Yeah. | nean the problemis,
to sone degree the points that are being nade here,
whet her they are -- however you view the argunents that
are being nmade on all sides of this issue, the decision
was nmade by the State legislature to give stabling and

vanning this authority, and the decision was nade by the

State legislature how to -- how the deci sion would be nade

wi thin Stabling and Vanning. And that decision was nmade
by Stabling and Vanni ng.

Now, because of the issue of best interest in
raci ng, we have the right to reviewit, which we do have,
and we have the right in sone ways to essentially, in the
best interest of racing, to adjudicate it if we so choose

to put that on the agenda and go through the process of
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hol di ng hearings, et cetera, et cetera. But under the
statute, the law, Stabling and Vanning took the position
that they took and they are here to tell us what that
position is and for us to reviewit. And as M. Mrris
said, we decided at the | ast neeting, whenever it was,

that we would reviewit again in March to see how this

process works -- or April, whatever.
MR MORRIS: | think the review --
EXECUTI VE DI RECTOR BAEDEKER: | think the review

was in the context of your application for a race neet at
Gol den Gate Fields and the capacity of stalls, whether or
not that was sufficient --

CHAI RVAN W NNER:  Corr ect.

EXECUTI VE DI RECTOR BAEDEKER: -- for stabling.

CHAl RMVAN W NNER: Correct. And renenber what we
did at the neeting was we didn't make a deci si on whet her
or not to open or close Pleasanton or anybody el se. That
is not what we did. Wiat we did was what the | aw required
us to do, which is what we had the authority to do which
was to determne if there would be enough stalls avail abl e
for the horses that would be racing at Santa -- at Col den
Gate at that tine, and we determ ned, based on the
information that was given to us, that there was.

Now, that is not -- it is not that we, as some

have said in the nedia, that we closed -- we determ ned to
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cl ose Pl easanton. That's not what happened at all. First
of all, nobody has determ ned to close Pleasanton. It's a
guestion of who pays to keep it open. But furthernore,
that wasn't what we did. That wasn't what we voted on.

What we voted on was whether or not there would
be enough sufficient stalls to run the race neet that was
being -- the license was being applied for at Golden Gate.
And that's what we voted on. So | don't think there's
much nore to say on this unless anyone on the panel -- any
of the nmenbers, comm ssioners, would |like to say anything
beyond what has al ready been said. This was -- the
purpose of this was to -- was for review and di scussi on
and that's what we have done.

COWMM SSI ONER AUERBACH: The only thing | woul d
like to add is, | have heard a | ot of people cone up and
speak with us today, which is you are right and we
encourage you to do it. But | want to stress to you that
none of us takes this lightly, and | have heard us being
| ectured by everybody on all sides of the issue. | am
kind of used to it, but I would like the general public to
under st and how seriously we take our responsibility and to
assure everybody that we do not do anything lightly, and
let's just leave it at that.

CHAI RVAN W NNER:  Thank you. Ckay.

Going on to the next item--
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Ckay.

ten m nutes.

going to restart.
Ckay.
Take your seats,

|l eft. Take your

agenda: Di scussi

MR MLLER M. Chairman --

CHAI RVAN W NNER:  Yes.

MR MLLER -- the court reporter has been at
it for three hours, and she needs a break.

CHAI RVAN WNNER: Ch, | think that's reasonabl e.

| think there are others probably need it to.

So we will adjourn -- we will recess for

(A recess was taken from 12:45 p. m
to 1:03 p.m)

CHAI RVAN W NNER: Ckay. W're going to -- we're

WI| everybody pl ease have your seat.
everybody that's left, or anybody that's

seats. |If there is nobody here, we can

get through sonme of these things pretty quickly.

Let me announce before we go on that the neeting
in January will now be January what ?

EXECUTI VE DI RECTOR BAEDEKER: 26t h.

CHAI RVAN W NNER:  January 26th. We'll send out
a notice, but the neeting in January wll be January 26th,
yeah, at Santa Anita.

Al right. Myving right along, No. 8 on the

on and action by the Board regardi ng the

request for approval -- can we have a little quiet,
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pl ease.

Di scussion and action by the Board regarding the
request for approval of the continuation of the
0.50 percent distribution to the Southern California
Stabling and Vanning fund fromthe advance deposit
wageri ng hosted by thoroughbred raci ng associ ati ons and
racing fairs conducting racing in the Central and Southern
zones for the period comenci ng Decenber 26, 2016, through
Decenber 31, 2017, as permtted under Business and
Pr of essi ons Code Section 19604(f)(5)(E)

Any di scussion on this iten?

Al right. |Is there a notion?

Conmm ssioner Solis noves. Conmm ssioner Auerbach

seconds.
How do you vote, Conmm ssioner Solis?
COW SSI ONER SOLI'S: Yes.
CHAI RMAN W NNER:  Comm ssi oner Kri kori an?
COW SSI ONER KRI KORI AN: Yes.
CHAI RVAN W NNER:  Conmi ssi oner W nner votes yes.
Conmi ssi oner Auer bach?
COW SSI ONER AUERBACH:  Yes.
CHAI RVAN W NNER: Vot es yes. The notion
carries.

I[tem No. 9: Discussion and action by the Board

regarding the request fromNorthern California Of Track
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1 Wagering Inc. (NCOTWNC) to continue the nodification of
2| the distribution of market access fees from advance
3 deposit wagering at a rate of 2.9 percent as pernmtted
4 under Busi ness and Prof essi ons Code Section 19604(f)(5)(E)
5 for wagering conducted by thoroughbred associations in the
6 Nort hern zone during cal endar year 2017.
7 Any discussion on this iten? |Is there a notion?
8 Conmi ssi oner Krikorian noves. Conm ssioner
9 Solis seconds. How do you vote?
10 Conmi ssi oner Auer bach --
11 COW SSI ONER AUERBACH:  Yes.
12 CHAI RVAN W NNER: -- votes yes. Conmi ssioner
13 W nner votes yes. Conmm ssioner Krikorian --
14 COW SSI ONER KRI KORI AN: Yes.
15 CHAI RVMAN W NNER:  And Conmi ssi oner Solis?
16 COW SSI ONER SOLI'S: Yes.
17 CHAI RVAN W NNER:  Mbtion carries unani nously.
18 Moving on, Item No. 10: Discussion and action
19 by the Board regarding the request from Sout hern
20 California Of Track Wagering Inc. (SCOTWNC) to continue
21| the nodification of the distribution of nmarket access fees
22 | from advance deposit wagering (ADW at a rate of 2.9
23 percent as permtted under Business and Professions Code
24 Section 19604(f)(5)(E) for wagering conducted by
25 | thoroughbred associations in the Southern zone during
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cal endar year 2017.

Any di scussion on this iten?

Is there a notion?

Conmi ssi oner Krikorian noves. Conmm ssioner
Sol i s seconds.

How do you vote, Conm ssioner Auerbach?

COW SSI ONER AUERBACH:  Yes.

CHAI RMVAN W NNER:  Conmmi ssi oner Auer bach votes
yes. Comm ssioner Wnner votes yes.

Conmi ssi oner Krikorian?

COW SSI ONER KRI KORI AN: Yes.

Comm ssi oner Krikorian votes yes.

Conmi ssi oner Solis?

COW SSI ONER SOLI'S: Yes.

CHAI RVAN W NNER:  Conm ssi oner Solis votes yes.

The notion carries unani nously.

Report fromthe Medication, Safety and Wl fare
Conmittee. Conm ssioner Auerbach.

COW SSI ONER AUERBACH: Ckay. W had our
neeti ng yesterday afternoon here, and the first item was
t he di scussion of proposed anendnent to renane and
construction of riding crop used in the training.
Basically, it's to always keep everything the sane through
all the regulations so that when we refer to a whip we are

no longer going to refer to the whip, we are going to
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1 refer to the riding crop.

2 And then the second item was di scussion and

3 proposed anendnent to apply the sane provisions for use of

4| the riding crop during races to training, and just a

5 little bit nore detail on this one.

6 Conmi ssioner Solis said that the anendnent wil|

7 cause sone initial problens for exercise riders but he

8 believes they will eventually adapt and conply.

9 Al an Bal ch said he anticipates a problemwth
10 enforcing the three-strike provision in training and he
11 suggested we need nore tine to work out the details.

12 Ri ck Baedeker said the proposal contains sinple,
13 strai ghtforward | anguage and shoul d be put out for 45-day
14 public comment, and | agreed with himand that is what we
15| would like to do.

16 In short, what we are saying is we want to see
17 the sane regul ations during training hours that we have
18 during races. During races we only permt three strikes
19| with the crop, and we want to see the same restriction

20 | when a horse works. We don't want to see excessive use of
21 the crop at any tinme at the track.

22 Item No. 3 is the discussion of proposal to

23 apply the sane threshold limts for tinmed workouts as

24 currently enforced in racing for certain drugs. And |

25 said that | never understood why there was a different
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standard between the drugs used during training and the
drugs used during racing.

And R ck Baedeker said that this will be an
extension of outer -- out-of-state -- out-of-conpetition
testing programand that it wll be done randomy on
horses that work in the norning.

And Dr. Arthur said horsenen already are
appl yi ng sonme of the standards for horses working to get
off the vets' |list. However, the proposal falls short of
applying all the restrictions to training that exists for
horses in racing.

Al an Balch said the trainers are |likely to have
nore questions as the process continues. Wat the
commttee did approve and what we do recommend to the
Board is that all three of these proposals go out for
45-day public comrent period and that's as brief as | can
make it.

CHAI RMVAN W NNER:  Thank you.

COMM SSI ONER AUERBACH:  Unl ess anybody has any
speci fic questions.

CHAI RVAN W NNER:  Thank you. Thank you very
much, Conm ssi oner Auer bach.

So we then go to -- oh, | think Al an Bal ch
submtted a card to discuss on this item

MR. BALCH. Al an Balch, California Thoroughbred
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Tr ai ners.

M. Chai rnan, Madam Chai rwonan of the Conmmittee,
thank you for the opportunity to speak just a few m nutes.
| thought | should speak now rather than on the individual
rules. | do agree wth the report as it was given.

As you will recall, | did nake the points that |
am concer ned about, this going forward into a 45-day
period. W have had this discussion so many tinmes about
the fastest, nost efficient way to get rules done. And I
don't -- if we ask for it to be delayed, then we are
accused of being against it. But | would respectfully
suggest is that when new ideas like this or old ideas that
have been discussed fromtine to tine get ready to cone
forward it would be great if we could talk staff to staff
prior to the | anguage being presented even to the
Conmi ttee.

And on ny way back | ast night | was thinking
about what Counsel Ml er had said, that, you know, you
have to recogni ze we're a public body, we're under the
open neetings act, we've got to discuss these things in
the open. That is absolutely correct as far as the Board
and the conmttees go, but | don't think there's any
prohi bition of staff talking to staff: Racing board
staff, CIT staff, TOC staff, whoever it mght be, so we

could try to get this |anguage tied down and have our
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1 practical questions answered before it even goes to the

2 commttee. | think that would be sonething that would be
3 a great step forward in the future if we could do that,

4 because | am al ways concerned about these unintended

5 consequences know ng that we do feel a sense of urgency to
6 nove forward with these things, but let's get the problens
7 ironed out before it goes into the QAL process.

8 That's ny plea. Thank you

9 CHAI RVAN W NNER:  Thank you.

10 EXECUTI VE DI RECTOR BAEDEKER: Just a comrent on
11 that, Alan. | nmean it was before the Commttee yesterday.
12 It could very well have been that the Conmttee woul d have
13 conme to this Board and reconmmended that it be del ayed and
14 go through additional processes. So if the process is in
15 pl ace, we al so have to be careful about picking off

16 certain entities to have prediscussions with in

17 formulating the rules.

18 And the other thing is, frankly, that, you know,
19 staff kind of goes to one thing and crosses it off the
20 list and goes right to the next thing, and whereas it is
21 very reasonabl e what you are tal king about, and I hope we
22 can do it in the future, but there certainly are
23 l[imtations as to how nuch of this work we can get done.
24 MR. BALCH: O course. W understand that.
25 Thank you.
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1 CHAI RVAN W NNER:  Thank you.
2 Al right. So the itemon the agenda, then, is
3 [tem No. 12: Discussion and action by the Board regarding

4 | the proposed anendnent to CHRB Rul e 1685, Equi pnent

5 Requi renent, to change "whip" to "riding crop,"” and to

6 require that riding crops used during training neet the

7 sane regul atory standards as riding crops used during the
8 runni ng of a race.

9 | s there any discussion on this itemother than
10 | the discussion -- other than the explanation given by

11 Conmmi ssi oner Auerbach a nonent ago?

12 Is there a notion?

13 Conm ssi oner Auer bach noves. Conm ssioner Solis

14 seconds.

15 Comm ssioner Solis, how do you vote?

16 COW SSI ONER SOLI'S: Yes.

17 CHAI RMAN W NNER:  Comm ssi oner Kri kori an?

18 COW SSI ONER KRI KORI AN: Yes.

19 CHAI RVAN W NNER:  Conmi ssi oner W nner votes yes.

20 Comm ssi oner Auer bach --

21 COMM SSI ONER AUERBACH:  Yes.
22 CHAl RVAN W NNER: -- votes yes.
23 It's passed unaninously. | think it is a very

24 good change.

25 D scussion and action by the Board regarding the
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1 proposed anmendnent to CHRB Rul e 1688, Use of Riding Crop

2| to apply its provisions to training in addition to racing.
3 Any di scussion on this iten?

4 Conmi ssi oner Auer bach noves. Conm ssioner Solis

5 seconds.

6 How do you vote, Conm ssioner Solis?

7 COW SSI ONER SOLI'S: Yes.

8 CHAI RVAN W NNER:  Conmmi ssi oner Solis votes yes.
9 Commi ssi oner Kri korian?

10 COW SSI ONER KRI KORI AN: Yes.

11 CHAI RVAN W NNER:  Chai rman votes yes.

12 Comm ssi oner Auer bach votes yes.

13 COW SSI ONER AUERBACH:  Yes.

14 CHAI RMVAN W NNER:  Anot her very good change, in

15 nmy j udgnent.

16 Nunber 14: Discussion and action by the Board
17 regardi ng the proposed addition to CHRB Rul e 1868,

18 Aut hori zed Medi cation During Wrkouts, to establish

19 threshold limts for the presence of certain drug

20 | substances and nedications in official test sanples taken
21 fromhorses after they conplete a tined workout.

22 |s there any discussion on this iten?

23 Conmi ssi oner Solis noves. Conm ssioner Auerbach
24 | seconds.

25 How do you vote, Comm ssioner Auerbach?
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COW SSI ONER AUERBACH:  Yes.

CHAI RVAN W NNER:  Commi ssi oner W nner votes yes.

Commi ssi oner Kri korian?

COW SSI ONER KRI KORI AN: Yes.

CHAI RVAN W NNER:  Conmm ssi oner Sol i s?

COW SSI ONER SOLI'S: Yes.

CHAI RMVAN W NNER:  This passes. | congratul ate
the Commttee for doing a super job, and | really
support -- strongly support all three of these rule
changes.

COMM SSI ONER AUERBACH: Credit goes to Staff.

CHAI RVAN WNNER: Credit to Staff. Thank you,
Staff.

COWM SSI ONER AUERBACH: Yeah. They did.

CHAI RVAN W NNER:  Report fromthe Pari-nutue
and Wagering Conmittee.

M. Krikorian. Don't chastise anybody. Be
car ef ul

COW SSI ONER KRI KORI AN: Wl |, we net yesterday
and we di scussed three different matters regardi ng ADW
I ssues. And the first one was auditing.

First, Mark Thurman, with CRI M5, summuarized the
audi ting procedures for advance deposit wagering. He said
CRI M5 downl oads data fromthe totalizator systemand the

ADW conpani es on a daily basis and reconciles the two.
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Then CRIMS applies all the variables, such as breed, tine
of day, contractual agreenents in calculating the

di stributions. Thurman described the ADWas the nost
conplex of all distributions. The standard anmount CRI M5
charges the ADW conpanies for reconciliation -- ADWis
$3000 a nonth. Some ADW do not have -- excuse ne, have
not been paying that anmount, and Thurman said he would
prefer to have a direct contract with the ADW.

Thurman said CRIMS has a $1.5 nillion budget
deficit for the work it does in California. So it does
ot her work outside and that creates profits to help cover
the shortfall in their budget.

Responding to a question from R ck Baedeker,
Counsel Bob MIler said the Board has the authority to
mandate as a condition of |icensure that ADW contract
with CRIMS or any other conpany designated by the CHRB
requi ri ng equal paynent for equal worKk.

Scott Daruty of Monarch, which negotiates hub
agreenents wiwth ADWmatters for all of California
racetracks, said California has by far the best ADW nodel
in the country that provides the nost revenue to
California stakehol ders and therefore we need to be
careful when maki ng deci sions affecting ADWfi nances.

Brad Bl ackwel | with Twi nSpires echoed Daruty's

remar ks and suggested that operating in California is
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getting to the point where it is no | onger profitable.

G eg Avioli said the TOC does not necessarily
believe that ADW are not operating profitably in
California and if an ADW cannot reach agreenent with
California interests then they shouldn't be doi ng business
in California.

Franci sco Gonzal ez, Chief Auditor for the CHRB,
said there was a need for ADW conpani es to provide
financial data to the CHRB on a tinely basis for a CHRB
audit. He said the Board needs better information on the
anount of interest being generated on accounts to be
certain that noney is being distributed properly in
conpliance with the statute.

Chai rman W nner pointed to uncoll ected bal ances
and i nactive ADWaccounts as another significant issue and
asked the Board -- and asked if the Board has authority to
di ctate how t hose bal ances are di stri but ed.

Counsel Phil Laird said this matter is not
addressed in the |aw or regul ations.

Ri ck Baedeker said Staff will draft |anguage for
consideration by the Board at the January neeting to deal
with all of these issues in a fair way.

There was a di scussion and action on proposals
for all licensed California ADW to contribute nore to the

racing industry in California. R ck Baedeker noted that
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racetracks are required by statute to distribute a snal
percentage of total handle to charitable causes. He asked
whet her it m ght be appropriate for ADW to do the sane.

John Val enzuel a, president of the Pari-mnutuel
Enpl oyees CGuild Local 280, stressed the need for ADW to
provi de jobs for California workers. Specifically, he is
asking ADW for eight new full-tinme jobs for Local 280
cl erks.

Chai rman Wnner noted the | aw does not require
ADW to provide such jobs. So the CHRB cannot require
ADW to provide jobs as a condition of licensure.

Chai rman W nner set the issue by saying that ADW
conpanies are paid 5 percent of the handle as there's a
hub fee. He asked what are you going to do with that
ni ckel to help California racing.

John Hi ndman essentially described TVG gener at ed
handl e and operations, particularly the tel evision network
as their contribution to California.

Eric Sindler wwth Xpressbet said the Stronach
Group contributes greatly to the jockey retirenent plan
backstretch pensions, and ot her worthwhil e causes.

Daruty al so, with Xpressbet, said those
deducti ons anmount to 0.295 percent of their nickel.

Brad Bl ackwel | said Twi nSpi res nakes numnerous

addi tional contributions to California, such as sending
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signals into California bel ow market val ue, which he said
greatly benefits California. He said they invest mllions
I n advertising, which also benefits California and he
noted that California receives a significant share of the
takeout on bets nade by California bettors on races

out side of California.

Ben Kenny of Watch and Wager said in addition to
the contributions cited by Xpressbet, they are a big
supporter of the aftercare for standardbreds.

John Ford said Bet Anerica provides jobs to
California workers.

Chai rman W nner rem nded everyone that they were
asked to tell the Board what additional voluntary steps
they would take to benefit California. He said no one had
done that.

In response, John Ford said Bet Anrerica would be
willing to give to charities.

Ri ck Baedeker expl ai ned that growth of ADW has
cone partly at the expense of on-track handl e and t hat
i mportant prograns such as equine drug testing at the
Maddy Laboratory have seen their revenues drop that is
based on a percentage of handl e at brick-and-nptor sites.

Avi ol i suggested that ADW do not seemw | ling
to give nore voluntarily so it will be up to the TOC to

negotiate for such matters in its contracts with the
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i ndi vidual ADWs. He specifically nentioned geolocating in
order for California stakeholders to receive their fare
share of ADWwagers nmade by patrons |ocated at host
tracks. He indicated that TOC has nade such an agreenent
W th Xpressbet and TVG

And | asked Staff to cone up with
recommendati ons to acconplish the stated goals, and
Chai rman Wnner said the recomendati ons should include a
requi renent for ADWconpanies to provide the Board with
profit and | oss statenments on California operations. And
based on testinony at the neeting, he asked Staff to
consi der each i ndividual ADW operation separately by
taking into account such as things size, handle, and
I nvestnents in California.

That is the end of ny report.

CHAI RMVAN W NNER:  Thank you very much,
Conmmi ssi oner Krikori an.

COMM SSI ONER KRI KORIAN: 1"l go back to sleep
Now.

CHAI RVAN W NNER:  Any comments? Any coments on
the report fromthe Committee?

Al right. Then we will nove on to Item 16:

Di scussion and action by the Board regarding the
presentation fromthe California |icensed advance deposit

wageri ng ADW providers (NewCo Ventures North Anerica, LLC
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1 dba NYRAbets.com Lien Ganes Racing LLC, Churchill Downs
2 Technol ogy Initiative Conpany, dba Tw nSpires.conm Watch
3 and Wager.com, LLC, XpressBet, LLC, and ODS Technol ogi es,
4 L. P., dba TVG regardi ng proposals for ADW conpanies to
5 contribute to the racing industry in California.
6 " mnot exact -- there's no -- I'mnot exactly
7| sure what the action is.
8 EXECUTI VE DI RECTOR BAEDEKER:  Good point. |
9 don't think there is any action to be taken unless sone --
10 anyone fromthe ADW would |ike to conme forward and of fer
11 a plan or a proposal ?
12 CHAl RMVAN W NNER: What | don't see here is
13 that -- and nmaybe I am m staken, but | thought that we
14 granted the license through January to the ADW.
15 EXECUTI VE DI RECTOR BAEDEKER: W did that, and
16 | we said at the tinme that the |icenses would be back on the
17 agenda i n January.
18 CHAI RMVAN W NNER: Ckay. So there is no action
19 to be taken. There is -- | do have a request by
20 | John Val enzuel a to speak on this issue.
21 So John, would you like to speak?
22 MR, VALENZUELA: [If | may, | don't think the
23 other Comm ttee nenbers or conm ssioners got a copy of the
24 letter. May | give it to you?
25 CHAI RVAN W NNER:  Sur e.

Hunti ngton Court Reporters & Transcription, Inc.
301 N. Lake Avenue, Suite 150, Pasadena, CA 91101 1-800-586-2988

152




California Horse Racing Board Regul ar Meeting, Decenber 15, 2016

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR, VALENZUELA: Ckay. Well, good afternoon,
Commi ssi oners, Executive Director, Chairman, everybody
else. | amhere representing Local 280.

My nane is John Val enzuel a, and | am president
of PVMEG, Local 280, |abor for the whole state of
California when it cones to --

CHAI RVAN W NNER:  John, | am going to have to
i nterrupt you.

MR. VALENZUELA: Yes, sir.

CHAI RMVAN WNNER: | amgoing to give you a few
m nutes here so keep it brief, but, in fact, you are
speaking on an itemthat isn't agendaed. The item agenda
tal ks about what the ADW are going to do for racing in
California. It doesn't deal with jobs or |abor issues.

MR. VALENZUELA: Ckay. | think the reason why
' m addressing this is because you are asking for how they
can benefit the industry. By providing jobs to enployees
here at the state of California is that you provide a job
for -- one of our nenbers becones a taxpayer; a taxpayer
is a consuner. And what's good for racing is when you do
have -- create taxpayers and consuners and the thing is
that we are licensed by the State of California, and I
know it is the Board is in a very difficult situation, but
the bottomline is that you are the one that does finalize

the licensing for these issues. So when we ask for jobs,
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it is for the better -- for the industry as a whol e.

Soif I my, | would just Iike to read ny letter
for the record and then if that is okay with you

CHAl RMVAN W NNER:  You don't have to read it. W
will put it in the record as witten.

MR, VALENZUELA: Ckay.

CHAIRVAN WNNER: |If you don't mnd. | nean
we'll include it in the record -- in the record of the
meet i ng.

MR, VALENZUELA: Ckay. Well, to be brief,
agai n, know ng after our conversation yesterday and
being -- your statenent is alluding that -- well,
basically the statute states it can be conditional.

Well, we understand that. This proposal
basically was a suggestion and asking if they were being
willing to step up to the plate and offer jobs. Now,
everybody can take a position saying that we are, you
know, trying to use it as | everage.

Well, the bottomline is that we have had 15
years of this issue about trying to get jobs from TVG
Xpressbet, and so on. And because of the way the |aw has
cone today is for -- as it has evol ved today, we are not
able to get jobs, and we were part of the intent to create
j obs fromthe beginning.

| understand that where our conversation
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1 yest erday, you know, Roger Licht was very, very adamant
2 about how it was, you know. The intent -- the jobs were
3 supposed to be provided, and today, as we go further into
4| this, it was originally three ADWconpanies to deal wth.
5| And now we are going to have seven, and going forward how
6 many nore? And we're not getting jobs from anybody, but
7 t hank you for --
8 CHAI RVAN W NNER:  Thank you. Thank you, John.
9 Again, just to nmake a point for those who
10 | weren't there at the neeting yesterday, | think -- | think
11 it's fair to say that many nenbers of the Board or nenbers
12 of the Board are synpathetic with the concern that you
13 have and the request that you have for a whole | ot of
14 reasons, and that was expressed yesterday at the neeting.
15 The fact is that the [ aw that was passed
16 requires card checking neutrality. Your representatives
17 were there when the | aw was passed in, whatever, 2002,
18 whatever it was, and that's what the |aw requires.
19 There's nothing in the law that requires us or even
20 permts us to intervene in a contractual relationship
21 bet ween the conpani es and t he union.
22 | agree with you that what you were doing is
23 requesting that the conpanies take jobs into consideration
24 and the inportance of California jobs. Mst of the jobs
25 are in Oegon and other places that the ADW have. And
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what you are requesting is California jobs. And your
request, | think, was for eight jobs. But, again, that is
sonething we can't mandate, but it certainly is a request
that you can discuss with the various ADW conpani es.

MR, VALENZUELA: Well, just to give you -- we
did pass out that letter, and basically it is a proposal.
We haven't had any responses from anybody at this tine.

It is still out there. Evidently this is not on the
agenda for getting |licensed.

CHAI RVAN W NNER: As | said yesterday, John, the
proper place for you to have this discussion is probably
at the legislative -- with the |egislature.

MR, VALENZUELA: | just want to point out also
by statute, if there was a contractural agreenent with any
of the ADW conpanies for jobs, we wouldn't be having the
di scussi on because it basically exenpts them from havi ng
to have a license --

CHAI RMVAN W NNER:  Ri ght .

MR. VALENZUELA: It asks for a signature every
year -- every two years.

CHAI RVAN W NNER: | under st and.

MR, VALENZUELA: Thank you

CHAI RVAN W NNER:  Thank you very nuch.

Tony Al l evato.

MR. ALLEVATO  Tony All evat o, NYRAbets,
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Presi dent .

Just on a couple of matters. First, on the
geol ocati ng, we have had talks with TOC in the past, just
froma general standpoint, on what we thought could and
couldn't work. W also saw the proposal or the letter for
the first tinme this week, but we don't really have any
mej or issues with it. W consider it, as you stated
earlier, a TOC matter, not a Board matter at this point,
and we anticipate working that out in advance to be able
to take wagering at the -- for the Santa Anita neet which
begi ns on Decenber 26th; so we don't currently see that as
an i ssue.

And on the charitable donations issue, NYRA, of
course, already nmakes nmany charitable donations to the
racing industry, seven figures worth. But having said
that, we still think it is inportant to donate in the
mar ket that we are working in; so we wll be, on our own,
voluntarily maki ng donations to the racetrack charities in
California and we can cone up wth an agreed anmount in the
future. And there are also other things that we can do
for charities involving our sinulcast shows and our TV
shows that we do on Fox to pronote those charities as
wel | .

CHAI RVAN W NNER:  Thank you very nmuch. W

appreci ate that very nuch, Tony, and | know that John al so
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1 yesterday on behal f of Bet Anerica nmade the sane point at
2| the neeting yesterday. | think that was di scussed
3 earlier, that Bet Anrerica woul d be nmaki ng additi onal

4 charitable contributions in California.

5 And | have a card fromJohn. So you can
6 either -- you can either say |I'mwong or not.
7 MR FORD: No, no. You are correct. And | just

8| wanted to reaffirmthe discussion during the ADWconmmttee
9 neeti ng yesterday that the idea of designating charity

10 days for ADWs, | think is a great idea, and we wll be

11 doing that the upcom ng year, and based upon the

12 di scussi on of the Wnners Foundation yesterday, | think

13 that is a great charity to contribute to, and so that w |
14 be our designated charity for 2017.

15 CHAI RVAN W NNER:  Thank you very, very nuch.

16 Anything else? W don't have a cl osed session

17 today, | believe.

18 EXECUTI VE DI RECTOR BAEDEKER: W do not.

19 CHAI RVAN W NNER: W do not.

20 Al right. |Is there a nbotion to adjourn? |'m

21 | sorry.

22 COMM SSI ONER KRI KORI AN One questi on.

23 CHAI RVAN WNNER: Ch, I'msorry. | apol ogi ze.

24 Conmi ssi oner Krikori an

25 COW SSI ONER KRI KORI AN Was there any action to
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1 be taken on this?
2 CHAI RVAN W NNER: O her than to accept the
3 graci ous contributions from NYRA and Bet Anerica, | don't
4 know what - -
5 COW SSI ONER AUERBACH:  January - -
6 EXECUTI VE DI RECTOR BAEDEKER:  Yes, that's
7 correct. We list -- we list these things for discussion
8 and action unless it is clear that there is no action to
9 be taken so --
10 COWMM SSI ONER KRI KORIAN: Al'l right. | see.
11 EXECUTI VE DI RECTOR BAEDEKER: -- in this
12 instance there really -- as it turns out there isn't any
13 action.
14 COWMM SSI ONER KRI KORI AN: But you are going to be
15 on the agenda again for January?
16 EXECUTI VE DI RECTOR BAEDEKER  For the license
17 applications --
18 CHAI RVAN W NNER:  For January, for the
19 i cense --
20 COWM SSI ONER KRI KORI AN: Ri ght .
21 Well, is that going to give them enough tine
22 | then to provide us with the financial information we have
23 been asking for?
24 EXECUTI VE DI RECTOR BAEDEKER  Yesterday -- we
25 di scussed yesterday that we woul d have an additi onal
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1 agenda itemfor January presenting to the Board staff

2 recommendati ons for audits that woul d be perfornmed going
3| forward, including which financial docunents would be --
4 COWM SSI ONER KRI KORI AN Ckay. So we' ||

5 establish what we want at that neeting. Got it.

6 CHAI RVAN WNNER: We didn't say we'd require

7 themto have it for January. W said we would -- the

8 | January neeting would set up the conditions.

9 Ckay. Any ot her discussion?
10 No? Mbdtion to adjourn?
11 COWMM SSI ONER AUERBACH: Oh, no, | want to stay.

12 No. Yes.
13 CHAI RVAN W NNER:  Conmi ssi oner Auer bach noves,

14 Comm ssi oner Krikorian seconds.

15 Al in favor -- we have to have a roll call --
16 COW SSI ONER AUERBACH:  Aye.

17 COW SSI ONER KRI KORI AN: Aye.

18 COW SSI ONER SOLI'S: Aye.

19 CHAI RVAN W NNER: This neeting is adjourned.

20 | Thank you very nuch, everyone.

21 (At 1:33 p.m, the proceedi ngs were
22 concl uded.)

23 - 000-

24

25
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1 STATE OF CALI FORNI A )
2| COUNTY OF LOS ANGELES § >
3
4 I, ANN BONNETTE, C.S.R No. 6108, do hereby
5 certify:
6 That the foregoing neeting of the Regular Meeting
7 of the California Horse Racing Board was taken before ne
8 at the time and place therein set forth and was taken down
9 by me in shorthand and transcri bed i nto conputer-generated
10 | text under ny direction and supervision; and | hereby
11 certify the foregoing transcript of ny shorthand notes so
12 | taken.
13 | further certify that | am neither counsel for nor
14 related to any party to said neeting nor in any way
15 interested in the outcone thereof.
16 I N WTNESS WHEREOF, | have hereunto subscribed ny
17 name this 22nd day of Decenber, 2016.
18
19
20
21
22
23 ANN BONNETTE, CSR NO. 6108
24
25
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            1                          PROCEEDINGS



            2                           9:41 A.M.



            3     LOS ALAMITOS, CALIFORNIA, THURSDAY, DECEMBER 15, 2016



            4



            5             CHAIRMAN WINNER:  Ladies and gentlemen, this



            6   meeting of the California Horse Racing Board will come to



            7   order.  Please take your seats.



            8             This is the regular noticed meeting of the



            9   California Horse Racing Board on Thursday, December 15,



           10   2016, at the Los Alamitos Race Course, 4961 East Katella



           11   Avenue, Los Alamitos, California.



           12             Present at today's meeting are:  Chuck Winner,



           13   Chairman; Madeline Auerbach, Commissioner; George



           14   Krikorian, Commissioner; and Alex Solis, Commissioner.



           15             Before we go on to the business of the meeting I



           16   need to make a few comments.  The Board invites public



           17   comment on the matters appearing on the meeting agenda.



           18   The Board also invites comments from those present today



           19   on matters not appearing on the agenda during the public



           20   comment period if the matter concerns horse racing in



           21   California.



           22             In order to ensure all individuals have an



           23   opportunity to speak and the meeting proceeds in a timely



           24   manner, I will strictly enforce the three-minute time



           25   limit rule for each speaker.  The three-minute time limit
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            1   rule will be enforced during discussion of all matters as



            2   stated on the agenda, as well as during the public comment



            3   period.



            4             There is a public comment sign-in sheet for each



            5   agenda matter on which the Board invites comments.  Also,



            6   there's a sign-in sheet for those wishing to speak during



            7   the public comment period for matters not on the Board's



            8   agenda if it concerns horse racing in California.  Please



            9   print your name legibly on the public comment sign-in



           10   sheet.



           11             When a matter is open for public comment, your



           12   name will be called.  Please come to the podium.



           13   Introduce yourself by stating your name and organization



           14   clearly.  This is necessary for the court reporter to have



           15   a clear record of all who speaks.  When your three minutes



           16   are up, I will ask you to return to your seat so others



           17   can be heard.



           18             When all the names have been called, I will ask



           19   if there is anyone else who would like to speak on the



           20   matter before the Board.  Also, the Board may ask



           21   questions of individuals who speak on any item.  If a



           22   speaker repeats himself or herself, I will ask if the



           23   speaker has any new comments to make.  If there are none,



           24   the speaker will be asked to let others make comments to



           25   the Board.
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            1             Before we go on to the agenda, I would like to



            2   ask that we take a moment of silence because of the loss



            3   of one of our great jockeys yesterday.  You may know



            4   Garrett Gomez passed away, and I think everyone in racing



            5   who knew Garrett and his family feel very saddened by this



            6   and wish the very best and condolences to Garrett's



            7   family.



            8             So if we could, I would like to ask that we take



            9   a moment of silence.



           10             (Moment of silence.)



           11             CHAIRMAN WINNER:  Thank you.



           12             Alex, did you want to say something?



           13             COMMISSIONER SOLIS:  Garrett -- we spent a lot



           14   of time together, not only a great rider but a great



           15   friend too, and it is just too bad that such a great



           16   person with such trouble, and sad that we lost him in such



           17   a way.



           18             And like I said, we spent a lot of time playing



           19   golf and we took a few trips to Panama together when we



           20   have our racing carnival over there, and my family and we



           21   are very sad about it too and my prayers are for him and



           22   his family in such a trying time.



           23             CHAIRMAN WINNER:  Thank you.  Rest in peace,



           24   Garrett.



           25             Shall we move on to the approval of the minutes
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            1   from the November 17, 2016, meeting.



            2             Is there a motion?  Are there any comments or



            3   additions or changes to the minutes?



            4             Commissioner Krikorian moves; Commissioner Solis



            5   seconds.



            6             Commissioner Auerbach, how do you vote?



            7             COMMISSIONER AUERBACH:  Yes.



            8             CHAIRMAN WINNER:  Chairman votes yes.



            9             Commissioner Krikorian?



           10             COMMISSIONER KRIKORIAN:  Yes.



           11             CHAIRMAN WINNER:  Commissioner Solis?



           12             COMMISSIONER SOLIS:  Yes.



           13             CHAIRMAN WINNER:  Motion carries.



           14             Executive Director's report.



           15             Mr. Baedeker.



           16             EXECUTIVE DIRECTOR BAEDEKER:  Thank you,



           17   Mr. Chairman.



           18             In the spirit of the season, I am going to limit



           19   my remarks to positive things.  Sometimes our focus is on



           20   contentious or difficult items, not the case at least in



           21   what I am going to present.



           22             First of all, I want to talk about a party that



           23   was just held at Santa Anita this week, and it was a



           24   Christmas party that for years was put on by CTT, and who



           25   also did Thanksgiving parties.  But funding got tough for
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            1   CTT and so they reached out for help to the racetracks,



            2   and the racetracks have come forward, along with TOC and



            3   CTHF and the Gregson Foundation, the Chaplaincy Program,



            4   Oak Tree, and others who have made major contributions,



            5   both with significant dollars but also the labor to make



            6   it happen to be fun for the whole backstretch community.



            7             So the party at Santa Anita was held this week.



            8   There were several people volunteering, serving foods and



            9   drinks, trainers, owners, Santa Anita executives, our own



           10   Commissioner Auerbach, students from Holy Angels and



           11   numerous other racetrack employees.  The event was a



           12   luncheon that provided food, drinks, and desserts to all



           13   of the backside employees, plus they gave out toys to the



           14   kids, to all the kids, raffled off big screen televisions,



           15   microwave ovens, bikes, and other gifts.



           16             Luis Jauregui characterized it as the horse



           17   racing coming together to thank the backside community for



           18   all that they do.  And I think everybody in the industry



           19   would thank all of those who worked to put on the party



           20   and contributed to it, and it's one of the good things in



           21   racing that maybe is overlooked, and there are many



           22   others, of course.



           23             Speaking of good things, I have the financials



           24   for November, which this year feature two days of



           25   Breeders' Cup.  And for the month, daytime racing was up
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            1   68 percent in total handle, nighttime racing was up



            2   5 percent altogether; in November, the numbers were up



            3   61 percent and that kind of flipped a negative



            4   year-to-date number to a positive.  Daytime racing up



            5   1.2 percent, nighttime just about up just a little less



            6   than 1 percent, all in racing for the year of 1.1 percent.



            7             Now, it gives me great pleasure to acknowledge a



            8   couple of people that have made terrific contributions to



            9   the industry.  There was an event in Tucson last week.



           10   The great -- the Big Sport of Turfdom Award was given to



           11   Art Sherman.  That award was given by the Turf publicist.



           12             There was another award that was given by the



           13   Racing Officials Accreditation Program, which for the last



           14   couple of years has acknowledged superior stewards from



           15   around the country.  The stewards are nominated by their



           16   peers and voted on by a committee of racing



           17   representatives.



           18             And I am pleased to say that this year -- by the



           19   way, they had given an award to a retired jockey, and I'm



           20   sorry -- a retired steward and an active steward.  And



           21   this year our own Dennis Nevin was honored with the ROAP



           22   Pete Pederson Outstanding Steward Award.



           23             And I want to tell you a little bit about



           24   Dennis.  I made him come down here today.  He is an old



           25   guy, as you can tell.  He graduated from San Jose State
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            1   with a degree in philosophy and psychology, which of



            2   course qualified him perfectly for the horse racing



            3   industry.  In 1974, he sought and received an appointment



            4   as a steward beginning a 35-year association with the



            5   California Horse Racing Board.  His duties as a steward



            6   have taken him to tracks across California, including



            7   Bay Meadows, Del Mar, Golden Gate, Hollywood Park, Santa



            8   Anita, and all the California fairs.  He is acknowledged



            9   as one of the premier stewards in the state, and his early



           10   decision to devote himself to a career in the racing



           11   industry has had the wonderful side effect of benefiting



           12   not only himself but California racing.



           13             And rather than use my inadequate words to



           14   describe Dennis, I would like to use the words of his



           15   fellow steward that has served with him for many years in



           16   the North, John Herbuveaux.



           17             John says, "If asked to describe Nevin in one



           18   word, my response would be 'tenacious.'  In some cases,



           19   that word might imply negative connotations, but the



           20   reverse is true when it comes to Dennis.  He regards the



           21   rules of racing and the integrity of the sport attached



           22   thereto as sacred ground and will defend his post with all



           23   available resources.  His love of all animals has taught



           24   him to make the welfare of the horse his first concern and



           25   he is relentless in his pursuit to protect the ones who
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            1   cannot speak for themselves.  These qualities, along with



            2   a sense of generosity known throughout the state have made



            3   Dennis Nevin widely respected by those who walk the halls



            4   and shed rows of horse racing."



            5             And I would argue that that respect and



            6   appreciation goes beyond that, certainly, to this table.



            7   Pleased that Dennis has been acknowledged by the racing



            8   industry in the United States.  And so I would like to



            9   re-present Dennis, who received this award last week, for



           10   the benefit of everybody here in the room and especially



           11   the commissioners.



           12             And Dennis, if you'd come forward and maybe the



           13   commissioners would come around and we could have a



           14   picture with Dennis.



           15             (Presentation of award.)



           16             EXECUTIVE DIRECTOR BAEDEKER:  Well done, Dennis.



           17   Congratulations.



           18             And now, ladies and gentlemen, one more



           19   presentation.



           20             Robert Browning Miller, seated at the last



           21   microphone there, is retiring.  And I want to read a



           22   little bit of background about Bob.



           23             After serving in the U.S. Marine Corps,



           24   including an all-expense paid trip to Vietnam, Bob



           25   attended the University of the Pacific, McGeorge School of

�

                                                                        18











            1   Law, in Sacramento.  While in law school, Bob met the



            2   United States attorney for the Eastern District of



            3   California, Dwayne Keyes, and this eventually led Bob to



            4   being hired as an Assistant U.S. attorney following



            5   graduation.



            6             While in the U.S. Attorney's office, he



            7   represented the United States in the, quote, Roseville



            8   Bomb Explosion Litigation, unquote, which was in trial for



            9   two years.  Bob told me about that case, and it was a



           10   freight train that was loaded with bombs.  I am not sure



           11   if it was Navy or Air Force or who they belonged to.



           12   Anyhow, it came over the Sierras, stopped down in



           13   Roseville, and unfortunately, one of the brake systems on



           14   one of the cars had caught fire, which nobody noticed.



           15   That car exploded and it set off a chain reaction of bombs



           16   exploding in the freight yard in Roseville.



           17             Bob, who did you defend in that?



           18             MR. MILLER:  The Army, the Navy, and the Federal



           19   Railroad Administration.  All federal agencies.



           20             EXECUTIVE DIRECTOR BAEDEKER:  Yeah.  Pretty



           21   heavy duty stuff.



           22             He also represented the United States in



           23   litigation involving Mono Lake and the Los Angeles



           24   Department of Water and Power.  After serving in the U.S.



           25   Attorney's office for six and a half years, Bob joined the
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            1   Sacramento law firm of Kronich, Moskovitz, Tiedemann, and



            2   Girard where he practiced civil litigation, including



            3   water law and construction defect matters.



            4             After being with that firm for 12 years, he



            5   decided to become a sole practitioner.  Later he joined a



            6   small litigation firm and then the licensing section of



            7   the Californian Attorney General's office.  While in the



            8   licensing section, Bob represented the boards and bureaus



            9   of the Department of Consumer Affairs before the Office of



           10   Administrative Hearings, Superior and Appellate Courts.



           11             While in the AG's office, Bob came to know



           12   Kirk Breed, who in February of 2008 would be appointed the



           13   executive director of the CHRB.  Shortly thereafter, a



           14   full-time staff counsel position was created at the Board



           15   and Kirk told Bob and another person that he was looking



           16   to hire a qualified attorney, a staff Counsel III in State



           17   service.  Bob told him that he met the qualifications, and



           18   in typical Kirk Breed fashion, Kirk told Bob to apply for



           19   the job.  Then he told him to interview for the position.



           20   And finally, Kirk told Bob to take the position.  So Bob



           21   has been Chief Counsel to the Horse Racing Board since



           22   May of 2008.



           23             Bob and his wife Katie of 49 years have two



           24   daughters, both lawyers, and four grandchildren.  Bob



           25   often says that his daughters, Suzanne and Nancy, both
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            1   became attorneys against his advice.  In retirement, Bob



            2   is looking forward to perfecting his golf game.  There



            3   is a bit of work to be done there, traveling around the



            4   United States with Katie, visiting national parks and just



            5   enjoying life with family and friends.



            6             And I have a special letter here that I would



            7   like to read.  It's addressed to Robert Browning Miller.



            8             "It is an honor to congratulate you as you



            9   retire from the California Horse Racing Board following



           10   17 years of dedicated service to the State of California.



           11   Public service is challenging yet rewarding work, and I



           12   commend you for choosing a career serving our golden



           13   state.  Your experience, skills, and contributions have



           14   benefited your fellow citizens.  You have helped to meet



           15   the needs of California and its residents for many years,



           16   and I thank you.  Best wishes for the future.  I hope your



           17   retirement is rewarding and you enjoy it to the fullest.



           18   Sincerely, Jerry Brown, Governor of California."



           19             Bob, congratulations on your retirement, and



           20   thank you for your service.



           21             MR. MILLER:  Thank you very much.



           22             MR. BAEDEKER:  Our pleasure.



           23             How about another picture?  Can we come out



           24   front here?



           25             CHAIRMAN WINNER:  Let's do it.
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            1             MR. MILLER:  All right.  Thank you very much.



            2   Thank you all.



            3             EXECUTIVE DIRECTOR BAEDEKER:  I also have for



            4   Bob a coveted gold free admission pass that will get him



            5   past any turnstile in California racing.



            6             MR. MILLER:  Thank you very much.



            7             CHAIRMAN WINNER:  I think everyone here knows



            8   how important Bob has been to racing in California and



            9   especially to this Board with his -- not only his sage



           10   advice and counsel but his friendship.  He is truly a



           11   special person, and we are going to miss having him at



           12   every meeting for sure.  We wish him well, as Rick said,



           13   and we wish his family well and just enjoy your



           14   retirement.



           15             Moving on then to the public comment period,



           16   Debra Burke -- or Burt.



           17             MS. BURT:  Good morning.



           18             CHAIRMAN WINNER:  Good morning.



           19             MS. BURT:  I am Dorothy Burt --



           20             CHAIRMAN WINNER:  Oh, I apologize.



           21             MS. BURT:  -- and I am here -- it's all right.



           22   I don't write real well.  And I am here as a



           23   representative of ARAC, the Arabian Racing Association of



           24   California.  And since we only are able to race at the



           25   fairs, I am just going to make a comment to please
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            1   consider maybe meeting in Northern California more than



            2   just two times.  Your schedule for 2017 is pretty much



            3   exactly the same as 2016 -- 2016, pardon me, and it's very



            4   difficult when you are involved in making decisions for



            5   Northern California for people from Northern California to



            6   come all the way down here and make a presentation or



            7   attend the meetings to find out what's going on.  So I



            8   would just ask you to consider maybe increasing your



            9   meetings in the North.  It would be much more equitable.



           10   Thank you.



           11             CHAIRMAN WINNER:  Thank you, and we will



           12   certainly consider that, and I will leave it up to



           13   Mr. Baedeker to work with Ms. Wagner, and we'll see if



           14   that can be done.



           15             Moving on, then, to item number -- is any other



           16   person who would like to speak during the public comment



           17   period on any issue that relates to racing in California?



           18             All right.  Then we will move on to Item No. 4:



           19             Discussion and action by the Board regarding the



           20   status of items noted as outstanding on the following



           21   applications for license to conduct a horse racing meeting



           22   of the following racing associations that were



           23   conditionally approved at the November 17, 2016, Regular



           24   Meeting of the Board:  Los Alamitos Horse Racing



           25   Association, at Los Alamitos Race Course, commencing
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            1   December 7, 2016 through December 20, 2016, inclusive; Los



            2   Angeles Turf Club at Santa Anita Park Race Track,



            3   commencing December 21, 2016 through July 4, 2017.



            4   Opening day is December 26, 2016, at Santa Anita and the



            5   Pacific Racing Association at Golden Gate Fields,



            6   commencing December 21, 2016 through June 20, 2017, and,



            7   again, opening day is December 26, 2016.



            8             EXECUTIVE DIRECTOR BAEDEKER:  So Mr. Chairman,



            9   these licenses were granted conditionally upon receipt of



           10   all of the outstanding items at the last meeting.  So



           11   since then, we have been able to cross Los Alamitos off



           12   the list.  All of their items are in but we still have



           13   outstanding items from LATC and PRA; so would somebody



           14   want to come forward and update us as to the status of



           15   those items?



           16             CHAIRMAN WINNER:  Scott.  Mr. Daruty.



           17             MR. DARUTY:  Scott Daruty on behalf of Santa



           18   Anita.  We'll start there.



           19             We were able to complete our TOC contract and



           20   that has been signed and submitted to you.  As you know,



           21   there were a lot of issues related to ADW and otherwise



           22   that were holding that up but that agreement has now been



           23   completed.  We have continued diligently to try to get an



           24   agreement with CTT in place but we do not have that as we



           25   sit here.
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            1             There have been a number of issues raised



            2   recently by CTT where we were -- and by the way, one of



            3   the things they wanted to do is find out where we landed



            4   on some of our TOC issues.  As we sat last month before



            5   you, the CTT agreement had been finished and they were



            6   just waiting to see where we landed on stabling before



            7   they would sign, but since that time a number of other



            8   issues have been raised by CTT.



            9             So we are doing our best to work through it.  We



           10   will continue to try to work through it.  It is my



           11   continued belief, and I have expressed this to the Board



           12   before, that the CTT agreement is not something that is



           13   mandated by statute.  I understand that you have mandated



           14   it, and we're doing our best to comply with that, but



           15   right now we don't have the CTT agreement signed.



           16             That moves us in, if I am not mistaken, to the



           17   ADW arena.  I think the other item that was outstanding



           18   related to ADW contracts.  That has been a whole mess of



           19   its own.  There was a push by the TOC to mandate



           20   geolocating.  You guys are all well familiar with that



           21   issue.  Yesterday there was a meeting of the Pari-mutuel



           22   Wagering Committee at which the ADWs were called before



           23   the committee, and I guess the term I would use was



           24   reprimanded for a number of different issues.  I feel that



           25   Santa Anita, as the first race meet of the calendar year
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            1   or the racing year, is sort of caught in the middle here.



            2   The ADWs are, after all, a vendor for the racetracks, not



            3   just for Santa Anita but for all racetracks in the state.



            4             I made some statements yesterday in support of



            5   the ADWs and was somewhat chastised as being conflicted on



            6   the matter since the Stronach Group owns its own ADW



            7   company.  So we have worked diligently to try to get



            8   agreements in place with ADW companies that has been a



            9   moving target.  After yesterday and after hearing the



           10   number of issues we heard before the committee,



           11   specifically we heard CRIMS testify for almost 30 minutes



           12   about how difficult it is to do the accounting for the



           13   ADWs, how originally there were just a few ADWs, and now



           14   it has grown to six or seven and the workload has



           15   increased voluminously and therefore greater payments are



           16   required to cover those costs, we heard about the unions



           17   objecting that all these ADWs are now in the state and are



           18   not hiring union employees.  We heard the committee



           19   question the ADWs about charitable contributions that they



           20   may or may not be making and whether that is sufficient.



           21   And, of course, we still have the geolocation issue which,



           22   when it is finally implemented, is going to add a very



           23   large level of complexity to the whole ADW environment,



           24   not that it necessarily means we shouldn't do it but it



           25   means it is going to be much more complex than it has been
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            1   in the past.



            2             So with all that background, after the committee



            3   meeting yesterday, we sort of came to the conclusion we're



            4   not sure we are doing the right thing at Santa Anita by



            5   sticking our neck out, getting -- you know, taking heat



            6   from horsemen and regulators on one side and from ADWs on



            7   the other for not giving them the kind of deals they



            8   necessarily want; so we really looked at our approach and



            9   said what are we trying to accomplish.  There's others in



           10   the industry, other tracks who can do what they want, but



           11   as far as Santa Anita, we feel right now that the right



           12   thing may be to limit a little bit more the number of ADWs



           13   than have been contracted with Santa Anita in the past.



           14   That's particularly true given the increasing level of



           15   complexity that is involved.



           16             When this Board issues a regulation, it doesn't



           17   just implement itself.  There's a lot of work for the



           18   tracks, from the horsemen, and from others as we, again,



           19   heard from Mark Thurman at CRIMS yesterday.



           20             So where we are with ADW is we have a hub



           21   agreement with TVG, and as of about 48 hours ago, TVG has



           22   signed an agreement with both Santa Anita and with the TOC



           23   to implement geolocation technology and to pay a -- or to



           24   accept a reduced hub fee on wagers that take place at



           25   Santa Anita Park.
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            1             We happen to believe, and I heard a lot of



            2   criticism leveled at all the ADWs yesterday, we happen to



            3   believe that the commitment made to racing by TVG is



            4   tremendous.  The amount of money they spend on television



            5   is huge.  You all know that my company and TVG battled



            6   long and hard for many years, but we are at a place now



            7   where they are our television distribution partner, they



            8   televise more California racing than they do of any other



            9   racing from any other jurisdiction.  The biggest



           10   beneficiary of that, we believe, is Santa Anita having the



           11   longest meet, and Golden Gate as well having the longest



           12   meet.  Certainly Del Mar and others benefit also, but we



           13   think the relationship with TVG has been good.



           14             And back to the point of this agenda item, where



           15   are we on our ADW contracts, everything is in place with



           16   TVG.  We are going to move forward with Xpressbet too.  I



           17   don't think a huge explanation on that one is necessary.



           18   But I will say that Xpressbet has also signed a contract



           19   with Santa Anita and with the TOC to implement geolocation



           20   technology on the same terms and conditions as the TOC



           21   required of TVG.



           22             There are two others who were before the



           23   Pari-mutuel Committee yesterday that we think are critical



           24   as partners in the national marketplace.  TV -- sorry,



           25   NYRA and Churchill Downs each have ADWs that have been

�

                                                                        28











            1   licensed by this Board.  We have hub agreements in place



            2   for the coming year with both of them.  We have presented



            3   geolocation agreements to each of them, although those are



            4   not signed yet.



            5             I don't know -- I mean I guess we'd have to ask



            6   them what they intend to do, each of them, with that



            7   geolocation agreement.  But as the racetrack that is now



            8   before you telling you where we are on all of our



            9   contracts, I think we have done everything we can with



           10   those two.  Again, a hub agreement is in place, simulcast



           11   agreements in place, and a geolocation agreement has been



           12   presented to them.



           13             And that's -- you know, that's where we are at.



           14   We think, again, on those two, if you look at what they



           15   contribute to the industry nationwide, NYRA obviously



           16   produces some of the best horse racing content in the



           17   country, races that our fans in California like to bet on



           18   regularly.  We also find it very important to sell our



           19   racing signals into the New York marketplace.  We feel the



           20   same way about Churchill Downs selling our content into



           21   Kentucky and Illinois and Louisiana has implications that



           22   are very significant for California, and so we think those



           23   partnership are important as well.



           24             Again, given the position we're in, which is



           25   sort of caught in the middle and getting, we feel,
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            1   crossfire from both sides, that's our plan as we sit right



            2   now for the ADW marketplace.  Those are the parties we



            3   intend to contract with, and I think that is the final



            4   item, if I am not mistaken, ADW on our outstanding issues.



            5             Is there anything else?



            6             MR. BAEDEKER:  Your simulcast agreement, that's



            7   the only reference here.  It says expires on



            8   December 25th.  I presume that's the Monarch -- those are



            9   the Monarch documents that you have talked about before



           10   that -- they are negotiated for the entire year or so.



           11   Sometimes there is a timing issue.



           12             MR. DARUTY:  Correct.  They are done -- they are



           13   done annually.  We are the ones who always sit before you



           14   on this issue because we go first in the year, and then



           15   once they are done for the year, every other track in



           16   California has them in place already, including CARF.



           17             Those contracts are one of two situations.  We'd



           18   have to go, you know, one by one, which would take



           19   forever; so I will give you the general answer as one of



           20   two things:   Either a new agreement is in place for each



           21   simulcast outlet, including the ADWs, or to the extent



           22   there's not one in place, last year's contract has a



           23   provision in it that says to the extent a new contract is



           24   not executed and should the track and the CHRB consent to



           25   allow wagering to continue through that outlet, then the
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            1   old contract continues over.  So it's essentially an



            2   extension of the agreement that was in place for 2016.



            3             EXECUTIVE DIRECTOR BAEDEKER:  So, Scott, you



            4   could submit something to the Board that says these



            5   agreements are in place as of now, these agreements are



            6   not in place, but the contract will be extended per the



            7   2016 agreement?  At least give the Board something to work



            8   off of.



            9             MR. DARUTY:  Yes.  Okay.  So I'm not trying to



           10   be evasive.  I believe -- I believe all agreements are in



           11   place that are necessary.  The only reason I'm hedging a



           12   little bit is you are not specifically saying the



           13   simulcast agreement with which entity.  So if you are



           14   talking about simulcast agreements just in the ADW arena,



           15   then as for TVG, Xpressbet, NYRA's account wagering



           16   platform, and Churchill Downs's account wagering platform,



           17   yes, those agreements are in place.



           18             EXECUTIVE DIRECTOR BAEDEKER:  I guess what I'm



           19   saying is your race meet application says you are going to



           20   be simulcasting to all these locations around the country



           21   and the world.



           22             MR. DARUTY:  Okay.  So that's --



           23             EXECUTIVE DIRECTOR BAEDEKER:  And so -- so we



           24   need to know which ones you have a deal with, which ones,



           25   you know, you will have a deal with, or effectively you
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            1   have a deal with because of the carryover of the 2016



            2   contract as you described.



            3             MR. DARUTY:  Okay.  I'm sorry.  I misunderstood.



            4   I thought your question was directed to the ADW segment.



            5             If you are talking about the long list of



            6   brick-and-mortar locations --



            7             EXECUTIVE DIRECTOR BAEDEKER:  Right.



            8             MR. DARUTY:  -- that we send, those are all in



            9   place.



           10             EXECUTIVE DIRECTOR BAEDEKER:  Okay.  Very good.



           11   Have you furnished something to the Board?



           12             MR. DARUTY:  I don't believe we typically send



           13   every contract.  What we typically send is a list that



           14   says here are the outlets.  We've never -- we'd be happy



           15   to but it's --



           16             EXECUTIVE DIRECTOR BAEDEKER:  No.  I think



           17   that's just fine.  Just so that -- and maybe,



           18   unfortunately, we're at a loss this month because our



           19   cornerstone, Jackie Wagner, is on the disabled list.  She



           20   has an infected foot that she has got to keep up for a



           21   week.  So if we tend to ramble here it is a little bit --



           22   it is because we can't look to Jackie and get a quick



           23   answer on something.



           24             So it seems to me that we probably need



           25   something from you saying that all of those sites that
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            1   were included in our race meet application have entered



            2   into an agreement, a simulcast agreement.



            3             MR. DARUTY:  Yes, I can do that.  That is done,



            4   and we would be happen to submit that to the Board.



            5             EXECUTIVE DIRECTOR BAEDEKER:  And can I just



            6   clarify that you currently have your ADW -- a signed deal



            7   with TVG and Xpressbet and you anticipate having a signed



            8   deal with NYRA and TwinSpires that is not quite done?



            9             MR. DARUTY:  Well, we have signed deals with



           10   NYRA and TwinSpires that, from the track's perspective,



           11   are sufficient to comply with the law and to allow them to



           12   wager on our product.  The wildcard here is that the TOC



           13   has come in with this desire -- strong desire to have



           14   geolocation.  So we have been, you know, working to try --



           15   you know, we're not necessarily totally in lockstep with



           16   TOC on that issue, but we understand it is important to



           17   them and so we have been trying to assist in the process



           18   of getting that agreement in place.



           19             We have sent to both NYRA and to TwinSpires a



           20   geolocation agreement that has met with the approval of



           21   the TOC.  Where it goes from there is really up to the TOC



           22   and to the ADWs which, again, is my point that as a



           23   racetrack we're somewhat caught in the middle here on this



           24   issue.



           25             CHAIRMAN WINNER:  Scott, first of all, thank you
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            1   for giving the report of the pari-mutuel and wagering



            2   committee meeting.



            3             Secondly, I think it's not accurate to say that



            4   you were chastised.  I think the fact of the matter is



            5   that what was intended was to make the point that when you



            6   speak on behalf of one Stronach entity it should be at



            7   least noted that Stronach has entities that are affected



            8   by or impacted by what it is -- in the case yesterday you



            9   were speaking on behalf of Monarch, as I recall, and of



           10   course that discussion involved both the racetrack as well



           11   as Xpressbet.  So it was important to point out that you



           12   wear several hats, as you point out often.  So I don't



           13   think it is fair to say that -- certainly the intent was



           14   not to chastise, I don't believe.



           15             Is it your -- are you saying at this time, then,



           16   that Watch and Wager and BetAmerica are not your -- you



           17   are not intending to have ADW agreements with them?  Is



           18   that -- did I understand that correctly?



           19             MR. DARUTY:  That is correct.



           20             CHAIRMAN WINNER:  Am I missing anybody?  You



           21   mentioned -- you mentioned TVG, Xpressbet, TwinSpires,



           22   NYRA.  Who am I missing?



           23             MR. DARUTY:  I think that is everybody.



           24             CHAIRMAN WINNER:  So just the two small ones are



           25   being left out.
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            1             MR. DARUTY:  Well, they're not -- I wouldn't say



            2   they're being left out.  I would say there are other



            3   opportunities for them in this marketplace to get a hub



            4   agreement or otherwise.  Again, I just feel like we have



            5   been sort of caught in the middle and with the additional



            6   workload that's now going to be required with geolocation



            7   and other regulatory issues.



            8             One thing that does jump out is that at the



            9   meeting yesterday there was an item submitted, a handle



           10   breakdown submitted, and when you looked at the percent of



           11   handle from a couple of the ADWs, it was actually listed



           12   at zero.  And that calls into question, you know, should



           13   we be doing all this work and putting in all this effort



           14   and having, you know, geolocation agreements and



           15   technologies and more stuff to monitor if there is not a



           16   material contribution to the handle.



           17             So at this point we think, you know, maybe



           18   scaling back and keeping it a little smaller is the right



           19   thing to do, particularly with all the ADW issues that



           20   were raised yesterday.  That's not to say that, you know,



           21   other tracks have to do the same thing as Santa Anita but



           22   that is the position we are taking.



           23             CHAIRMAN WINNER:  And with respect to the



           24   geolocators, that is an agreement between you and TOC;



           25   right?  I mean that's not -- we haven't required that.
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            1             MR. DARUTY:  Not yet.  That is correct.



            2             CHAIRMAN WINNER:  Okay.  Just to make that



            3   clear.  That's a part of a contractural agreement between



            4   you and TOC.



            5             MR. DARUTY:  That is correct.



            6             CHAIRMAN WINNER:  Okay.  Commissioner Krikorian.



            7             COMMISSIONER KRIKORIAN:  Well, first of all, not



            8   to be negative, but just taking the time to hear the



            9   request for license today without them having checked all



           10   the boxes, why are we doing that?  We have complained in



           11   the past that we get to this point and it's a last-minute



           12   thing and we don't have -- we don't have all the boxes



           13   checked on the applications.  So the question is, why are



           14   we even hearing this matter today?



           15             EXECUTIVE DIRECTOR BAEDEKER:  So Commissioner,



           16   the Board did approve the license application last month



           17   but conditioned that approval on receipt of the



           18   outstanding items, and Mr. Daruty has just gone through



           19   the checklist and explained either what has been completed



           20   and submitted and what has not.



           21             COMMISSIONER KRIKORIAN:  We don't have all the



           22   items now.  This is the third year in a row that I have



           23   been here that this has happened.



           24             MR. DARUTY:  Well, and not to be flippant, but I



           25   suspect that may be the same case next year too.  I mean
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            1   we are doing the best we can.  There was an item -- there



            2   is only one item that is outstanding, as best I can tell,



            3   and if I am missing something, please jump in and tell me,



            4   but that is a contract with the CTT.  That is not required



            5   by statute.  That is something that has been provided, you



            6   know, at the request of this Board historically.  It is



            7   something that is used to leverage us because they know



            8   that I don't want to come sit here and get reprimanded for



            9   not turning in my homework.  And so they wait until the



           10   last minute and see how much stuff they can get out of us.



           11             And, you know, I don't want to say that there



           12   is -- I don't want to create the implication that there is



           13   a big conflict or negative relationship with the CTT



           14   because we have actually been working very well with them,



           15   but no, we don't have an agreement on the CTT.  I don't



           16   believe that is a requirement for the license.



           17             COMMISSIONER KRIKORIAN:  How do we -- how do we



           18   get -- how do we change things so that -- because there's



           19   always negotiations that are ongoing between all the



           20   different parties.  Everyone has, you know, a different



           21   interest.  And just like you had negotiations with TOC on



           22   the geo issue and others, these things are ongoing on an



           23   annual basis.  How do we get to a point where we can draw



           24   the line in the sand so the Board has everything it needs



           25   so that it can make, you know, the right -- correct
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            1   decisions?



            2             MR. DARUTY:  Well, the challenge is that this



            3   Board is doing its job, trying to regulate, trying to make



            4   sure it understands what is going on, and we totally



            5   understand that and we totally respect that.



            6             But when this Board mandates, for all the right



            7   reasons, when this Board mandates a contract between two



            8   parties, then you are going to give one of the two parties



            9   leverage, depending on how you approach it.  You can



           10   either say if the contract is not in place then you don't



           11   get a license and that gives the leverage to whoever is



           12   not the racetrack, or you can say if there is no agreement



           13   reached then you can move forward without and that would



           14   give all the leverage to us.



           15             So I don't know how to solve the problem you are



           16   pointing out.  It is a problem and I don't -- you know, I



           17   don't dispute that you guys as regulators are doing the



           18   right thing by asking to see all this.  But I don't know



           19   that there is an answer to your question.



           20             COMMISSIONER KRIKORIAN:  Maybe we can find one,



           21   and can we have CTT speak right now to this issue and tell



           22   us what is going on from their perspective?



           23             MR. BALCH:  Alan Balch, California Thoroughbred



           24   Trainers.



           25             I agree with most of what Scott said.  I think
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            1   part of the problem this year, and I think it's very clear



            2   from his remarks that if he doesn't believe -- not he, but



            3   if the Stronach Group does not believe that a race meet



            4   agreement with the horsemen -- with the trainers



            5   organization is a necessity, clearly, it's going to go to



            6   bottom of the list.



            7             We object to that.  We think particularly in



            8   this day and age where the trainers are subject to so much



            9   scrutiny in rule making and otherwise that I don't think



           10   there's anything frivolous in the places where we are



           11   apart.  I think we're very close.  We haven't had a



           12   response to things that we made several days ago, one of



           13   which just came up, actually, this week, which was, I



           14   think, unanticipated by Santa Anita as well as by us, but



           15   I think they are all things that could have been resolved



           16   Monday or Tuesday or yesterday.



           17             But clearly, there has been a lot of work on the



           18   plate of the Stronach Group with all of the ADW matters



           19   and so forth that Mr. Daruty just described.  So I do



           20   think it's important that there be a CTT agreement in



           21   place.  I do agree with his comments on quote, unquote



           22   leverage, although I don't agree with how he expressed it



           23   because we're certainly -- certainly the trainers are not



           24   in any position to be an equal party as far as leverage to



           25   a racing organization that controls most of the calendar
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            1   in California.



            2             COMMISSIONER KRIKORIAN:  Could you be specific



            3   as to what the issues are?



            4             MR. BALCH:  In Northern California, we're really



            5   down to one thing, if memory serves.  Because the number



            6   of horses is going to increase at Golden Gate by about



            7   30 percent if the stable area is filled up, we believe



            8   that there should be two more required track renovations,



            9   one in the first part of the year and one in the second



           10   part of the year because of the increased traffic on the



           11   race track.  And because it's a synthetic track, we think



           12   that's critically important.  We have many of our



           13   constituents, as you have heard before, that are very



           14   distressed with the stabling plan in Northern California,



           15   but we have not made that an issue for this agreement.



           16   Our Board has taken that up at some length.



           17             CHAIRMAN WINNER:  What about in Southern --



           18   Alan, that is Northern California.



           19             MR. BALCH:  Correct.  And that's -- that's --



           20             CHAIRMAN WINNER:  What we're talking about now



           21   is Southern California.



           22             MR. BALCH:  Well, they are both on here so I



           23   just took Golden Gate first.



           24             CHAIRMAN WINNER:  Okay.



           25             MR. BALCH:  In Southern California, one of the
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            1   issues, of course, is the overall stabling plan.  You



            2   understand that there was a four-party agreement that was



            3   provided to the trainers as a fait accompli.  The



            4   stabling -- the total capacity of the stabling that was



            5   anticipated for January 1st is not going to be available



            6   January 1st; so we would like to have a clear



            7   understanding in writing of the capacity and how Galway



            8   Downs is going to be extended.  I think that's probably



            9   the critical issue.



           10             We are faced with a situation within the last



           11   week where all training was ordered stopped at Santa Anita



           12   on all tracks yesterday with about three days notice.  We



           13   don't think that is correct.  That is the last-minute



           14   thing that we put on the table and said hey, we think that



           15   given the importance of a population of 1500 to 1800



           16   horses, if you are going to stop training for anything



           17   other than an act of God that there should be a notice



           18   requirement.  We suggested ten days verbally.  I have been



           19   told that Santa Anita is willing to do seven days, which



           20   is acceptable to us, as I have notified them; so I think



           21   we're down to a very few issues.



           22             CHAIRMAN WINNER:  Alan, you're not -- go ahead.



           23             COMMISSIONER KRIKORIAN:  No.  Go ahead.



           24             CHAIRMAN WINNER:  I was just going to say, we're



           25   talking about December 26th, the opening.  There's not
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            1   going to be another meeting between now and December 26th.



            2   I assume -- well, I don't want to assume anything.



            3             Are you suggesting in any way that the license



            4   shouldn't be granted?



            5             MR. BALCH:  Absolutely not.



            6             CHAIRMAN WINNER:  I didn't think so.  So the



            7   assumption is that you will be able to work it out. I



            8   think that Mr. Daruty is correct in saying that no matter



            9   how you go there is leverage on one side or leverage on



           10   the other side, and I agree with him.  I don't know how to



           11   solve that problem either.



           12             MR. BALCH:  And I agreed as well, and I just



           13   want to reiterate my agreement that I understand -- I



           14   don't like but I understand where we -- where the trainers



           15   organization is on the pecking order of things that have



           16   to be gotten done because I think the TOC agreement was,



           17   if I'm not mistaken, just finished up maybe yesterday.



           18             Mr. Daruty did mention that there is some



           19   potential consistencies or inconsistencies with the TOC



           20   agreement and our agreement that we want to make sure are



           21   ironed out.  That takes some time just to look at.  We're



           22   not privy to the TOC negotiations; so we want to make sure



           23   that when the same issue is covered in both agreements



           24   that our agreement is consistent with the TOC agreement.



           25             COMMISSIONER KRIKORIAN:  Well, you know, I don't
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            1   disagree, and I don't think anyone on the Board disagrees



            2   with your concerns and which you are trying to achieve,



            3   but it's the timing.  Why are we talking about -- why are



            4   we talking about these things today?  Why can't they have



            5   been resolved?



            6             MR. DARUTY:  I could offer a solution as well.



            7   I mean one option is to sign the agreement with a



            8   provision in it that says we will continue to talk in the



            9   North about the number of times that we put -- you know,



           10   renovate the surface and in the South stabling.  I mean



           11   that would be a way that I could then come and say I have



           12   met -- you know, I have checked off my list, but it really



           13   doesn't resolve the issue.



           14             COMMISSIONER KRIKORIAN:  No, it doesn't resolve



           15   the issue, but they're also saying that they're not making



           16   that a requirement today, if I heard correctly.



           17             MR. DARUTY:  Correct.



           18             COMMISSIONER KRIKORIAN:  So -- so why even --



           19   that could be something you could talk about separately



           20   later anyway, and then if you can't come to an agreement,



           21   then we will deal with it next year.



           22             CHAIRMAN WINNER:  Any other questions?



           23             Madeline.



           24             COMMISSIONER AUERBACH:  No.  I just -- I share



           25   Commissioner Krikorian's concern, and I am also concerned
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            1   that we do a lot of wheel spinning with these things, and



            2   there are certain things that everybody knows has a time



            3   frame and a time limit.



            4             And it's interesting because what Scott said was



            5   that they had the agreement done with CTT prior to -- I



            6   mean prior to the last meeting and then items came up



            7   afterwards which affected CTT's stance, which I understand



            8   with the track suddenly being closed on Wednesday and



            9   everybody is looking, "Well, why is that?"



           10             So I understand -- and that's a legitimate



           11   issue, in my opinion.  I am glad that you addressed it.



           12   So things are dynamic, is what I am saying.  And so it is



           13   difficult to put a period to the end of the sentence when



           14   every day another issue occurs that basically can affect



           15   the negotiations among the parties.



           16             I don't know the answer, but I understand the



           17   complexity and I am frustrated, like Commissioner



           18   Krikorian is and like you are.  You don't want to sit



           19   here, and neither do I.  But we have got to figure out a



           20   way to make sure our bases are covered and we are



           21   addressing all the issues that are germane to all of us



           22   so --



           23             MR. BALCH:  Madam Commissioner, may I respond



           24   briefly to that?



           25             I know that Mr. Daruty has stated that the
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            1   agreement was done.  Well, we were provided Santa Anita's



            2   agreement "Sign here."  Well, we had some issues so -- and



            3   there weren't just the --



            4             COMMISSIONER AUERBACH:  The Wednesday issue was



            5   very new.  I mean it's like brand-new.



            6             MR. BALCH:  Yes, that I agree.



            7             COMMISSIONER AUERBACH:  Yeah.  Well, that's what



            8   I meant.



            9             MR. BALCH:  But the stabling issue, and Scott



           10   just turned around and gave me a very, very, shall we say,



           11   critical look.



           12             CHAIRMAN WINNER:  You were being chastised.



           13             MR. BALCH:  I was being chastised.



           14             COMMISSIONER AUERBACH:  Not the first time or



           15   the last.



           16             MR. BALCH:  The whole issue of stabling in



           17   Southern California is critically important.  And on the



           18   one hand, the Stronach Group responded to us in our favor,



           19   we felt, that we didn't want a year-long agreement when



           20   there's so many of these moving parts.



           21             But, on the other hand, by their agreeing with



           22   us that we could have a meet-by-meet agreement that was a



           23   problem in us trying to get on the table whether Santa



           24   Anita could be open, even in part during the summer, which



           25   to several commissioners has been an issue because of the
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            1   population capacity at Del Mar.  And that's covered in the



            2   four-party agreement that we're not one of the four



            3   parties to.



            4             So I think there are issues that needed to be



            5   raised and talked about, and just trading emails and



            6   redlines is not a good way of negotiating those things or



            7   coming to an understanding; so it is a little more



            8   complicated than that.



            9             CHAIRMAN WINNER:  Go ahead.



           10             COMMISSIONER KRIKORIAN:  Scott, do you feel that



           11   there's a stabling issue?



           12             MR. DARUTY:  Well, there is certainly a stabling



           13   issue in both Northern California and Southern California.



           14   Stabling is one of the most important issues we, as an



           15   industry, have to figure out.  And so in Southern



           16   California, there is an agreement signed to cover stabling



           17   for three years.  But as Commissioner Auerbach said, this



           18   is a dynamic environment; issues come up.



           19             As we just heard Mr. Balch testify, he wants to



           20   understand what stabling for the whole year looks like in



           21   Southern California, or at least through the summer before



           22   he will sign off on the CTT agreement for Santa Anita.



           23   And while I understand that, my point earlier was I felt



           24   that the issues between us, that we could negotiate



           25   between us, had been completed, but the agreement wasn't
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            1   signed until this broader stabling issue was resolved.



            2   That's sort of my point to you.



            3             There are certain things that -- we can never



            4   satisfy a signed agreement relating to our meet if we are



            5   required, as part of that, to resolve issues about how are



            6   we going to stable at Santa Anita during Del Mar's meet.



            7   And it just -- it never ends.



            8             So what I can say is I understand your



            9   frustration.  I also believe there is a little bit of



           10   frustration on our side.  The CTT has been working in good



           11   faith.  We have been working in good faith.  We are all



           12   trying to resolve these issues.  We have made tremendous



           13   strides.  But unfortunately, and I'm sorry to say, we



           14   don't have a signed agreement I can present you with to



           15   check off the box.



           16             COMMISSIONER KRIKORIAN:  With respect to



           17   Southern California, I was under the impression that there



           18   is enough stabling and it had been resolved.



           19             MR. DARUTY:  It had been resolved --



           20             COMMISSIONER KRIKORIAN:  Is that accurate?



           21             MR. DARUTY:  It had been resolved through an



           22   agreement that was binding for three years and signed by



           23   Santa Anita, Del Mar, Los Alamitos, and TOC.



           24             Again, in a dynamic environment, things change.



           25   CTT would like to raise issues about, you know, what we do
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            1   next summer at Santa Anita, do we stay open, do we not



            2   stay open.  Those are all valid discussions to have, but



            3   those would be amendments to the existing agreement, not



            4   to say we are not willing to talk about it, but it just --



            5   the only consistent is change.  And so it is hard to put



            6   everything in these agreements and sign them when



            7   everything is always changing.



            8             MR. BALCH:  Right.  At a point in time, if I may



            9   add.



           10             Mr. Krikorian, one of the problems is beyond the



           11   control of you or us, the Stronach Group or CTT, and that



           12   is this problem in the law that has developed, as



           13   Mr. Miller has described a few times, but just to call the



           14   attention back to it, the CTT is, by statute, supposed to



           15   negotiate issues related to the backstretch.



           16             Now, the backstretch is stabling.  Yet,



           17   elsewhere in the law, the horsemen's organization has



           18   defined the TOC is the party that negotiates that as to



           19   the stabling and vanning agreement.  So we're in the



           20   position, my constituents, over 500 trainers in



           21   California, who have the care and custody of these horses



           22   24/7, 365, trying to plan ahead for stabling and trying to



           23   keep the welfare and the safety of the horses paramount in



           24   our minds.  So that's where my constituents expect me to



           25   stand up and represent them.
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            1             COMMISSIONER KRIKORIAN:  Alan, that should be



            2   for -- at least for a year be worked out, you would think.



            3             CHAIRMAN WINNER:  All right.  Are there any



            4   other comments?



            5             What about the Northern -- since it's on here,



            6   the license for Northern California is also on here.



            7             Do you want to talk about that, Scott?



            8             MR. DARUTY:  Would be happy to.  I think that we



            9   just heard the CTT explanation.  We are close.  There is



           10   one issue related to how -- how often we renovate the



           11   track.  I think -- I don't want to speak for Mr. Balch,



           12   but I think he would say there's the same overriding



           13   concern about signing a contract with us without knowing



           14   exactly how stabling is going to work for next year.  And



           15   I would say none of us in this room right now know how



           16   stabling is going to work for next year.  That's an item



           17   for later on the agenda.



           18             As far as the outstanding account wagering



           19   agreements, I just, you know, ditto everything I said on



           20   Santa Anita.  It just applies in the North as well.  And



           21   then our TOC agreement, you know, I regret to say we don't



           22   have a signed TOC agreement, but I am pleased to say



           23   because we were negotiating with TOC we -- it made no



           24   sense to have two moving documents at the same time so we



           25   negotiated in the South.  We have reached agreement there.
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            1   That will be the basis and will be largely duplicated over



            2   for Northern California.  So I don't -- there is no



            3   substantive disagreement or dispute.  It is just a matter



            4   of taking the paperwork that was created for the South and



            5   converting it into the North.  So that's where we stand on



            6   Golden Gate Fields.



            7             CHAIRMAN WINNER:  Same thing with respect to the



            8   ADWs that you limited it to the four agreements that you



            9   mentioned for the South?



           10             MR. DARUTY:  Correct.



           11             CHAIRMAN WINNER:  All right.



           12             MR. MILLER:  Excuse me.  Robert Miller, counsel



           13   for the California Horse Racing Board.



           14             The Westmed Ambulance certification, do you have



           15   that?



           16             UNIDENTIFIED SPEAKER:  Yes.



           17             MR. MILLER:  Thank you.



           18             MR. DARUTY:  Yes.



           19             CHAIRMAN WINNER:  Somebody said "yes."



           20             EXECUTIVE DIRECTOR BAEDEKER:  Somebody behind



           21   the pillars said "yes."



           22             MR. DARUTY:  It's somebody I trust; so I will



           23   repeat the "yes."



           24             CHAIRMAN WINNER:  Pardon me?



           25             (Colloquy between Chairman Winner and
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            1              Commissioner Krikorian.)



            2             CHAIRMAN WINNER:  Well, we have John Ford filled



            3   out a card.  I'd like to hear from him.



            4             John, do you want to come up and speak -- or go



            5   to the podium and speak?



            6             MR. FORD:  Chairman, members of the commissions,



            7   members of the Board, my name is John Ford on behalf of



            8   behalf of BetAmerica.  And what I heard is -- from Scott



            9   is rather unprecedented and -- and surprising.



           10             On Monday we received a proposed draft of a hub



           11   agreement for California reducing our rate from 5 percent



           12   to 4.5 percent.  On Tuesday, we received a draft



           13   geolocation agreement, which we discussed at yesterday's



           14   ADW committee meeting, which resulted in us going negative



           15   on wagers at racetracks.  And that's a geolocation



           16   agreement presented even as this Board is considering a



           17   new rule for geolocation, which there will be a



           18   deliberative process of receiving public input and the



           19   Board to be able to consider what is appropriate for



           20   geolocation at California racetracks.



           21             With all due respect to my friend Scott Daruty,



           22   this is nothing but anticompetitive.  We're the only ADW



           23   in California growing this year.  ADWs are essentially



           24   flat; we're up 59 percent.  Nationwide we have reached



           25   17 percent of Xpressbet's handle nationwide.  We're the
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            1   fastest growing handle -- racetrack -- fastest growing



            2   ADW.  And I don't think this type of behavior is what this



            3   Board had in mind when it granted the waiver to Stronach



            4   to be able to own two racetracks in California and be able



            5   to represent all thoroughbred racetracks in California.



            6             Reducing the number of ADWs that are licensed in



            7   California, especially one that is the fastest growing



            8   licensed ADW in California, is not in the best interest of



            9   racing in California.  We had at times contentious but at



           10   times very reflectful meeting yesterday of the ADW



           11   committee meeting -- the ADW committee, which talked about



           12   the various dynamics involved in ADWs in California.  We



           13   have ADWs that own racetracks.  We have ADWs that are



           14   closely aligned with racetracks, and we have new growing



           15   ADWs like ourselves who are growing handle for the



           16   industry.  Since our recent launch, we have already



           17   contributed $3 million to the California racing industry



           18   by the wagers that we have generated from California



           19   residents.



           20             By our own surveys, half of our customers have



           21   never dealt with another ADW, and many were betting



           22   offshore, which do not contribute a dime to the industry.



           23   And what we're doing is growing handle for the industry,



           24   and I don't -- I believe strongly it's not in the best



           25   interest of this Board, which looks after California
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            1   racing, to permit a licensee to reduce its distribution to



            2   ADWs in connection with its licensing process.



            3             Thank you.



            4             CHAIRMAN WINNER:  Thank you, John.



            5             Do you have any questions?



            6             COMMISSIONER KRIKORIAN:  I agree with what he



            7   just said.



            8             CHAIRMAN WINNER:  Good.



            9             Alex?



           10             COMMISSIONER AUERBACH:  I have a question.



           11             CHAIRMAN WINNER:  Please.



           12             COMMISSIONER AUERBACH:  One of the things that



           13   we struggle with, John, is -- and this came up at our last



           14   meeting, and I don't know that we have seen anything



           15   different from the ADWs as it's part of the statute that



           16   you provide us with certain documentation of what your



           17   expenses are and how you function and things of that



           18   nature.  We're asked to make decisions blindly.  You are



           19   standing up there and telling us that you will go negative



           20   if you have to apply to the same rules that we have asked



           21   for TVG and Churchill and Xpressbet to -- I'm sorry, guys.



           22   I can't think.  I'm sorry.



           23             You are asking us to make decisions based on



           24   information we don't have.  And so while you are up there



           25   telling us that you go negative, I struggle with that.  I
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            1   don't want you to go negative and I don't want you to



            2   fail, but I also don't have access to what your expenses



            3   are.



            4             MR. FORD:  The math is very simple.  With regard



            5   to the proposal on racetracks at wagers, which I have



            6   asked that they block us through their wi-fi connections,



            7   to block us from wagering at the racetracks, but if the



            8   proposal that is on the table that was received Tuesday



            9   night, the proposal was very simple:  Our hub fee goes



           10   from 5 to 4.5 percent.  On track 3 percent is deducted.



           11   Half goes to Stronach, half goes to the TOC; 3 from 4.5



           12   down to 1.5.



           13             On all wagers that we accept on Stronach content



           14   and TVG content, we pay 2 percent to contribute to TVG's



           15   broadcasting of those races, 2 percent.  So we're at 1.5



           16   percent minus 2 goes to negative half percent.  That's



           17   before paying tote.  That's before paying any fees



           18   associated with processing, any of our people, any of our



           19   offices.  That is before any of our expenses.  Just the



           20   actual acceptance of the wager under the current proposal



           21   for geolocation puts us negative at the racetrack.



           22             That is why I think that this discussion, and



           23   this is a complicated discussion of geolocation at the



           24   racetrack, is best addressed through the regulatory



           25   process of considering the rules which this Board sent out
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            1   for a comment which can be deliberated and dealt with the



            2   situations like that where other parties are trying to put



            3   us in a negative position with regard to wagering.



            4             COMMISSIONER AUERBACH:  Well, I see Greg



            5   standing back there; so I am curious as to what he has to



            6   add to this.  I am sure he has something to explain this.



            7             CHAIRMAN WINNER:  Any other questions for John?



            8             COMMISSIONER KRIKORIAN:  Maybe.



            9             COMMISSIONER AUERBACH:  Let's hear Greg first



           10   and then we'll probably get back to John.



           11             CHAIRMAN WINNER:  Greg.



           12             MR. AVIOLI:  Greg Avioli, TOC.



           13             I enjoyed the meeting yesterday at the



           14   Pari-Mutuel Committee.  There was some good conversation.



           15   And one of the conversations that came up was regards to



           16   SCIU and labor.  That had a lot of very valid points of



           17   what they felt should have been in the law, and as



           18   Mr. Baedeker pointed out, it's not what was in the law.



           19   And at the end of the day this Board is governed by the



           20   ADW law.



           21             So my response to Mr. Ford is we have a law that



           22   is very specific in California about what you have to do



           23   to have a privilege to be an ADW taking bets from the



           24   state of California.  Number one, you have to have a hub



           25   agreement.  They'd had a hub agreement with the Stronach
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            1   Group, with Santa Anita.  Mr. Daruty says that they are



            2   not offering them one.



            3             Well, the law provides other alternatives. They



            4   can go and seek a hub agreement with Del Mar.  They can go



            5   seek a hub agreement with the TOC, in fact.  So I think



            6   it's unfair to put the burden of this on Mr. Daruty



            7   because the law does not require him to offer an ADW hub



            8   agreement to anybody else.



            9             As regards the geolocation, it's a complicated



           10   issue just to refresh everybody on it.  We believe, with



           11   no doubt in our mind, that a number of customers are



           12   wagering every day at racetracks on their phones and on



           13   laptops and on computers.  Anyone who says that is not



           14   true I don't think has been to a racetrack in California.



           15             So for three years we have asked the ADWs to



           16   help us address it.  The law provides the TOC with a



           17   couple approvals, shall we say, for ADW.  One is as regard



           18   to hub agreement that Mr. Daruty or Rubenstein might enter



           19   into, we have the right to either approve the rate of that



           20   hub agreement or, if we disagree, it goes to arbitration.



           21             It also says that as regards to wagering placed



           22   by an ADW on California hosted residents, ADW -- I'm



           23   sorry.  ADW wagering on California races by California



           24   customers -- so basically instate ADW -- the TOC has to



           25   approve any ADW taking those bets.
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            1             Because three years of good-faith, honest



            2   negotiation got us nowhere with getting the ADWs to comply



            3   with our, we believe, very reasonable request to track and



            4   have a different financial model for people betting on



            5   track, we exercised our right and let people know that



            6   this year, starting with the Santa Anita and Golden Gate



            7   meet, we were not planning on approving any ADW to take



            8   bets from California residents on California hosted races



            9   unless they agreed to this proposal.



           10             We are very pleased to report that TVG and



           11   Xpressbet have heavily negotiated that proposal and signed



           12   it.  We do not plan on changing our position on this.



           13   And, again, that is the law.  If any ADW doesn't like the



           14   way the law is in California, I would recommend the same



           15   advice that Mr. Baedeker gave to the SCIU yesterday is



           16   you need to work to change the law.



           17             Thank you.



           18             COMMISSIONER KRIKORIAN:  I think that's clear.



           19             CHAIRMAN WINNER:  Mr. Ford.



           20             MR. FORD:  One further comment.  I would be



           21   happy to have a geolocation agreement in which we don't



           22   make a dime from on-track wagers.  I just don't want to



           23   lose money by accommodating on-track wagers through our



           24   platform, which we have paid the processing cost for,



           25   which we paid the technology for, which we paid our
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            1   marketing cost to acquire those customers.  I just don't



            2   want to lose money.  I'm happy not to made a dime from a



            3   customer who is at a racetrack.



            4             And with regard to consents, it is true that



            5   consents are required, but I think it's incumbent upon



            6   this Board that consents are not used in a wrongful or



            7   discriminatory manner.  This Board's function is to act in



            8   the best interests of racing in California.



            9             And all of the entities that are here, they are



           10   all licensed by this body, over which you exercise



           11   discretionary control, I don't think it's in this Board's



           12   best interest nor in the best interest of racing in



           13   California to discriminate against the fastest-growing ADW



           14   in California which is now 17 percent of Xpressbet's,



           15   Stronach's ADW throughout the country and which is



           16   continuing to grow and contribute to California racing.



           17             COMMISSIONER AUERBACH:  You know, I take issue



           18   with something that you said, and this is what I take



           19   issue with.  We have been harping, and I am really good at



           20   harping so I know when I am harping.  We have been harping



           21   on the ADWs about geolocation for years now.  I have not



           22   seen you or -- and I'm not going to just single out you,



           23   John, because that's not fair, or any of the other ADWs



           24   come up to us with a plan to figure out a way that would



           25   be acceptable to all parties to address the issue of ADWs
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            1   taking bets at the racetracks on California-based clients.



            2             And early on in the process this probably could



            3   have been handled in a fashion that would have worked well



            4   for everybody, but nobody took us at our word and nobody



            5   felt that we were going to continue with it.  It wasn't



            6   until we got to the point where we said okay, maybe we



            7   need to regulate it that the TOC was able to get some



            8   negotiating ability with the ADWs.



            9             So while I am upset with the fact that you will



           10   not be able to survive -- that's not what we want -- I do



           11   not know how to unwrite the history that has been written



           12   by all the parties to this, not just the regulatory but



           13   the ADWs.  You came along and you were wonderful for



           14   racing.  Now we struggle because you basically own racing.



           15   And so we are trying to -- we are trying to equalize what



           16   is going on here.  We are trying to share the wealth and



           17   share the pain.



           18             And, you know, for you to stand up there and



           19   accuse the Board of basically putting you out of business



           20   is not right, it's not accurate, and it's not what is



           21   going on.  It is a culmination of a long time of us trying



           22   to negotiate, and you can't negotiate with a wall and you



           23   can't negotiate with people who show up once a year and



           24   say "Okay, okay, okay," and then do nothing about it.



           25   This is what happens when we leave things and don't
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            1   address then.



            2             MR. FORD:  May I address that?



            3             COMMISSIONER AUERBACH:  Please.



            4             MR. FORD:  This Board ordered a draft rule to go



            5   out for public comment so that there could be a



            6   deliberative process with regard to geolocation at



            7   racetracks.  We received -- I have -- we have not had any



            8   negotiation.  The TOC had decided to negotiate with TVG



            9   because they were the big player and then to just pass on



           10   that agreement to us.  We received the draft agreement



           11   Tuesday night, this week.  The only request that I make in



           12   connection with that agreement is that we not be put in a



           13   negative position, that we just not lose money when we



           14   accept a wager at a racetrack.  It's the only request that



           15   I have.



           16             EXECUTIVE DIRECTOR BAEDEKER:  It might be



           17   important to understand that the rule-making process which



           18   you alluded to is continuing.  The individual private



           19   entities have decided, in advance of that, to negotiate



           20   terms for geolocation for this current upcoming year.



           21   That's a private business matter pursuant to the language



           22   in the law.  The Board will consider the geolocation



           23   language when it comes back to them.  We'll see where the



           24   Board wants to take it.



           25             MR. FORD:  I understand.  This agreement that is
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            1   proposed by the TOC goes through the year 2018, and



            2   regardless of the rule-making process that is going on,



            3   and so I just have one simple request, and I don't think



            4   it's difficult, which is just not to let us go negative in



            5   taking a wager at a racetrack.



            6             EXECUTIVE DIRECTOR BAEDEKER:  Isn't that -- I



            7   shouldn't -- that's a request to make of the TOC, is it



            8   not?  The Board doesn't have authority over the terms of



            9   the hub agreement that you all --



           10             MR. FORD:  Well, I think this Board -- but this



           11   Board acts in the best interest of racing in California.



           12   And it's -- I would submit that it's not in the best



           13   interest of racing to let -- and we have talked about



           14   leverage between parties in earlier discussion today.



           15   It's not in the best interest of racing to let one party



           16   exercise leverage such that it damages another licensed



           17   entity in California.



           18             CHAIRMAN WINNER:  Well, the problem, John, I



           19   think -- well, I won't speak for anyone else.  I mean I'm



           20   sympathetic.  I will speak for myself.  I am sympathetic



           21   to the plight and the concern that you expressed, but I am



           22   not sure that it's in -- you talk about the best interest



           23   of racing.  It's not in the best interest of racing for us



           24   to dictate the terms of an agreement between -- I'm not



           25   even sure we can dictate the terms of an agreement between
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            1   private parties and that's what has happened here.



            2             As Mr. Baedeker pointed out, what the Stronach



            3   Group has agreed to or what Santa Anita and Golden Gate



            4   have agreed to and TOC has agreed to with the two entities



            5   that they have reached an agreement, those are private



            6   agreements between those parties.  That is not something



            7   we regulated.



            8             I pointed out early on in the conversation with



            9   Mr. Daruty that we haven't yet taken a position with



           10   respect to geolocation.  We are not requiring that,



           11   geolocators.  That is something that has been agreed to by



           12   the parties.



           13             MR. FORD:  Right.  But by sanctioning and



           14   permitting this process to go forward, you are implicitly



           15   agreeing to that formula.  And so I -- what I would ask,



           16   because you certainly have the ability as a condition of



           17   licensing to treat ADWs fairly, you have the ultimate



           18   authority to decide how we interact among ourselves and



           19   whether people who are licensed by this Board are treated



           20   fairly.



           21             COMMISSIONER KRIKORIAN:  I don't -- I don't



           22   think -- I don't think it's the intent of legislature to



           23   support noncompetitive practices, and I consider this to



           24   be a noncompetitive approach, and I don't know what we can



           25   do about it today.
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            1             CHAIRMAN WINNER:  Well, you have a license.



            2             COMMISSIONER KRIKORIAN:  Hopefully we can do



            3   something about it tomorrow.



            4             CHAIRMAN WINNER:  Well, obviously there is a



            5   license request before us for two -- for two race meets



            6   that are coming up in a few days.  And the only thing we



            7   can do today is to not grant the license or to stipulate



            8   within the license certain conditions.  I'm not sure that



            9   is what we want to do but that is your call.



           10             COMMISSIONER KRIKORIAN:  I guess I'm trying to



           11   understand how the ADW situation ties into the license, to



           12   begin with.



           13             MR. DARUTY:  May I make a comment?



           14             CHAIRMAN WINNER:  Yeah.  Please.



           15             MR. DARUTY:  So I think this whole discussion,



           16   in some ways, makes my point.  It is a very complicated



           17   issue.  There are conflicting economic views on what the



           18   deal should look like.  As Mr. Ford said, we used to give



           19   them a 5 percent hub fee.  This year we submitted one at



           20   4.5.  Why?  Because that is what the TOC told us they



           21   would require; otherwise, there were going to arbitrate.



           22   We don't want to get in the middle of an arbitration.



           23             We don't want to get in the middle of a big



           24   fight over whether it is 5 or 4.5 and whether we now



           25   implement new blocking technology for his ADW as opposed

�

                                                                        63











            1   to geolocation technology for other ADWs.  Where does it



            2   end?



            3             We have limited time in a day.  We have limited



            4   management resources.  We have got a great management



            5   team.  We've got a meet we're getting ready for in ten



            6   days.  We've got a CTT agreement that we have already



            7   committed to you we are going to go try to resolve in good



            8   faith.  There's only so much time in the day to resolve so



            9   many issues, and to get us, our team, caught in the middle



           10   of this whole fight for ADW companies that, when you look



           11   on the sheet that you all the put out yesterday,



           12   contribute zero percent of the handle --



           13             MR. FORD:  That's not right, Scott.



           14             MR. DARUTY:  And -- well, that was --



           15             MR. FORD:  Not for us.



           16             MR. DARUTY:  That's what's on the sheet.



           17             MR. FORD:  Not for us.



           18             MR. DARUTY:  I mean it's not zero in the sense



           19   that we all know there's something --



           20             MR. FORD:  No, but it's not for us.  That's not



           21   for us.



           22             MR. DARUTY:  Okay.  So, if I may, there are ADWs



           23   on the sheet that are zero when you round to the nearest



           24   percentage, and so where does it end?



           25             If five more ADWs come, do we hire ten more
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            1   people to deal with all the ADW companies that we are



            2   going to have to work with to get zero percent more



            3   handle?  I mean --



            4             COMMISSIONER KRIKORIAN:  That should be a



            5   decision that the Board makes, in my opinion.  That should



            6   not be a decision that your company should make.  That



            7   should be a decision that the Board makes.  Everyone



            8   should have the right to compete fairly.  If it doesn't



            9   make economic sense, it is something that should be



           10   addressed by this Board to make that decision, and it



           11   shouldn't be done under these circumstances.



           12             MR. DARUTY:  Well, I respect that viewpoint, but



           13   that's not what the law says, and I would also say --



           14             COMMISSIONER KRIKORIAN:  Oh, and I don't



           15   disagree with you, if that's what the law says, but we're



           16   not here to obstruct the law.  But hopefully, we can



           17   change it, if it's necessary.



           18             MR. DARUTY:  But we are not the gatekeeper.



           19   There are any number of other parties they can contract



           20   with in the state of California, and if they want to go



           21   spend the time and energy to do it, they can.



           22             COMMISSIONER KRIKORIAN:  I understand.



           23             John.



           24             MR. FORD:  Yes.  I have a simple request, which



           25   is as a licensed ADW in California is to be able to
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            1   compete.  And two days ago, we were sent a hub agreement.



            2   One day ago we were sent the geolocation agreement.  After



            3   ADWs' committee meeting yesterday when views were



            4   expressed with regard to fairness in the industry and



            5   we're under this geolocation agreement, the Stronach Group



            6   gets -- only suffers a reduction of 1.5 percent off of



            7   their hub fee where we result in a reduction of 3 percent



            8   off of our lower hub fee, we have a presentation today in



            9   which now the hub agreement that we received is no longer



           10   being offered.



           11             And my request is that this Board, in the best



           12   interest of racing, for an ADW that is growing faster than



           13   anybody else that it requests a negotiation in good faith



           14   for the next 30 days as to address both the geolocation



           15   and the hub agreement.



           16             EXECUTIVE DIRECTOR BAEDEKER:  The question is,



           17   is that something the Board can do?  I think the Board can



           18   probably do whatever it wants.  It can do that --



           19             COMMISSIONER AUERBACH:  It's doing the same



           20   thing in 30 days that --



           21             EXECUTIVE DIRECTOR BAEDEKER:  Well, if you look



           22   at the analysis that was provided under this agenda item,



           23   the last month at the Board meeting, the Board granted Los



           24   Alamitos, Golden Gate, and Santa Anita conditional



           25   approval of their race meet application licensees for
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            1   licensure.  The applicants were to provide any remaining



            2   outstanding documents to the Board within 30 days of the



            3   meeting.  If the association -- this is from last -- from



            4   the conversation last month, if the associations did not



            5   submit all outstanding documents within 30 days the Board



            6   would consider its option to sanction.



            7             I think that followed the discussion that the



            8   Board did not consider denying the licensees to be in the



            9   best interest of racing, in other words, not opening



           10   racing on December 26th.



           11             CHAIRMAN WINNER:  It did consider sanctions.



           12             EXECUTIVE DIRECTOR BAEDEKER:  It did consider



           13   sanctions.  So I think -- as a matter of fact, before you



           14   ask the question, Commissioner, it seemed to me that we



           15   should have a legal analysis performed of the issues that



           16   have been raised by the Board members today and also by



           17   the stakeholders, and so we will attempt to do that as



           18   soon as practical.  So -- I'm sorry.  Go ahead.



           19             CHAIRMAN WINNER:  No.  Go ahead.  Go ahead.



           20             EXECUTIVE DIRECTOR BAEDEKER:  So you have the



           21   option today to say, you know, parties are negotiating in



           22   good faith, we will grant the licenses perhaps just



           23   subject to submission of these final documents with the



           24   presumption that, based on what you have heard today, they



           25   will be submitted, or you can attach another deadline to
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            1   the submission of those documents, and then you can -- if



            2   those documents are not received within that timeline, you



            3   can take action against the licensee, any licensee that's



            4   a party to the documents.



            5             CHAIRMAN WINNER:  Just to clarify, there are no



            6   required documents, legally required documents that have



            7   not been submitted; is that correct?



            8             EXECUTIVE DIRECTOR BAEDEKER:  I am going to



            9   defer to Mr. Miller on this because I know in the past



           10   that there have been situations with TOC, for instance,



           11   and I think it was in the early years when I was at



           12   Hollywood Park; so it would have been in the 1990s where



           13   there simply was not an agreement with TOC.  There wasn't



           14   going to be an agreement with TOC because the parties were



           15   at an impasse and the Board recognized that basically



           16   there couldn't be an agreement and they granted a license



           17   without the document.



           18             CHAIRMAN WINNER:  But there is a TOC document?



           19             EXECUTIVE DIRECTOR BAEDEKER:  There is.  I am



           20   just talking about the legality of --



           21             CHAIRMAN WINNER:  Right.  But the one -- but the



           22   CTT document is the one that is outstanding and that isn't



           23   required within the law.



           24             EXECUTIVE DIRECTOR BAEDEKER:  According to --



           25   yes, that is correct.
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            1             CHAIRMAN WINNER:  So the only documents that are



            2   outstanding are not required documents.  That's my point,



            3   if I am correct.  Then it seems to me that it's difficult



            4   to sanction them for not providing something that isn't



            5   required within the law.



            6             EXECUTIVE DIRECTOR BAEDEKER:  I believe that's



            7   correct, and I believe the only outstanding item that is



            8   required at this time is the TOC agreement for Golden



            9   Gate, and you said that that is imminent.



           10             MR. DARUTY:  It made no sense to negotiate two



           11   agreements at the same time when the issues were



           12   overlapping so we concluded the Southern agreement, which



           13   was signed within the last 48 hours, and that is being



           14   used to create the Northern California document.



           15             EXECUTIVE DIRECTOR BAEDEKER:  Mr. Miller, is it



           16   true that all of the documents that are legally required



           17   have been submitted?



           18             MR. MILLER:  Well --



           19             EXECUTIVE DIRECTOR BAEDEKER:  Or with this one



           20   exception, and it is anticipated that it will be submitted



           21   within, what, 24 hours, 48 hours?



           22             MR. MILLER:  Something like that.



           23             MR. DARUTY:  Quickly, I can't speak for the TOC



           24   but it is a top priority.



           25             MR. MILLER:  Yeah.  The horsemen's approval of
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            1   the ADW, is that -- Item No. 2 here on the list for



            2   Southern -- for the Los Angeles Turf Club, I haven't heard



            3   anything about that.



            4             MR. DARUTY:  I will let Greg address that, if he



            5   wants.



            6             MR. AVIOLI:  Greg Avioli, TOC.



            7             And first, reiterate, we see no issues with



            8   Golden Gate.  That can be done in a matter of days.  It is



            9   just drafting it.  Apologize it's not done yet.  Got a lot



           10   going on, as you all do.



           11             I am going to be repetitive, I guess, because I



           12   think when I answered that last question it didn't make



           13   sense to you.  The TOC, under the law, has to approve the



           14   selling of the ADW signal to ADWs who will be taking bets



           15   from California residents on California hosted racing --



           16             MR. MILLER:  All I'm looking for is a "yes" or a



           17   "no" on Item No. 2.



           18             MR. AVIOLI:  Well, I think I said the answer is



           19   "yes" to TVG, "yes" to Xpressbet, "no" to anybody else at



           20   this point in time.



           21             MR. MILLER:  But that was as to geolocator.



           22             MR. AVIOLI:  No, sir.



           23             MR. MILLER:  Okay.



           24             MR. AVIOLI:  That's why --  that's why I can't



           25   give you just a "yes."
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            1             MR. MILLER:  Okay.



            2             MR. AVIOLI:  We have made it clear that we are



            3   going to link our approval rights in this situation to an



            4   agreement -- it's not just geolocation, by the way.  It



            5   actually sets rates for two years.  I think the ADWs are



            6   quite pleased with this agreement and go on to -- so no,



            7   we do not have an agreement.  We're the same terms, no



            8   changes that were signed by the two biggest ADWs.  We have



            9   offered to all of them right now, okay?  So we're not



           10   discriminating.



           11             I do need to make a point, though, because I



           12   think you guys are being led down a false path.  There is



           13   no obligation that it's Mr. Daruty and Santa Anita that



           14   has to issue Lien Games' their hub agreement.  Lien Games'



           15   first hub agreement, when the TOC wouldn't do it and the



           16   Stronach Group wouldn't do it, they went to CARF and got



           17   one.  There's nothing that prohibits them from doing that



           18   again.  They can go to Del Mar.  So you just can't put



           19   them on this license and say it's anti-competitive if you



           20   don't agree with that.  The law says there's lots of ways



           21   to get a hub agreement.



           22             The last thing I would point out, we spent a lot



           23   of time, over an hour today, talking about Lien Games.  In



           24   the last year, 12 months, they accounted for 8.6 million



           25   of thoroughbred ADW handle, or less than 3 percent.
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            1             CHAIRMAN WINNER:  Just to clarify, BetAmerica



            2   and Lien Games are the same?



            3             MR. AVIOLI:  Yes, sir.  Yes, sir.



            4             So -- and my last point is we would -- I can't



            5   say how strongly we would object to -- Commissioner



            6   Krikorian, the concept of the Board is going to stay for



            7   30 days or require 30 days negotiation for the TOC to



            8   reach agreement with an ADW on a statutory right that we



            9   have, we have exercised in the past for 15 years, all it



           10   wants to link it to one ADW, I think, is highly irregular,



           11   and, again, the law is the law, and I would urge the Board



           12   not to overstep your bounds in that regard.



           13             COMMISSIONER KRIKORIAN:  Excuse me.  I didn't --



           14   I did not suggest about 30 days.  Someone else --



           15             MR. AVIOLI:  Oh, I apologize.



           16             COMMISSIONER KRIKORIAN:  Okay.  And the second



           17   thing is can you clarify that you are making the same



           18   proposal to all the --



           19             MR. AVIOLI:  Any ADW that has a hub agreement,



           20   we are making the same proposal.



           21             COMMISSIONER AUERBACH:  So, in other words --



           22   let me just make sure that I understand it.



           23             If Lien Games goes to CARF --



           24             MR. AVIOLI:  Yes.



           25             COMMISSIONER AUERBACH:  -- and asks for a hub
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            1   agreement --



            2             MR. AVIOLI:  Right.



            3             COMMISSIONER AUERBACH:  -- the idea would be is



            4   that they would get a more favorable hub agreement than is



            5   available at Santa Anita?  Is that what we are -- is that



            6   what we are suggesting they could try to do?



            7             MR. AVIOLI:  I can't say it is more favorable



            8   but they could get one.  Here's how it works,



            9   Commissioner.



           10             They get a hub agreement and no one can object



           11   to the hub agreement.  TOC can't object to the hub



           12   agreement.  They are in.  All we can object to is rate.



           13   So they can get a hub agreement from CARF or Del Mar.



           14   They can't -- as a matter of the law, they can't get one



           15   from Los Alamitos but they can get one from Stronach



           16   Group, CARF, or Del Mar.  Any ADW can.



           17             COMMISSIONER AUERBACH:  Okay.  So what would be



           18   the advantage of doing that?



           19             MR. AVIOLI:  Well, if Stronach Group won't give



           20   them one, they have a couple other options.  The advantage



           21   would be they'd have one.  They could actually get one



           22   from the TOC as well.  We have the right to grant hub



           23   agreements as well.



           24             MR. DARUTY:  The advantage, if I might say, the



           25   advantage is Santa Anita doesn't have to spent all its
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            1   management time being caught in the middle of all these



            2   issues and trying to balance everybody's interest, which



            3   is impossible because the interests don't align.



            4             COMMISSIONER AUERBACH:  So it would be --



            5   behoove -- it would behoove a private party or private



            6   interest to find another way of accommodating a situation,



            7   which none of us envisioned many years ago.  But there



            8   is -- there is another way to go about it rather than



            9   trying to force everybody into the same box.



           10             MR. AVIOLI:  And then my final comment, just to



           11   the Board, to the extent the Board is considering anything



           12   with regard to Lien Games, is this concept that somehow



           13   they are losing money on an on-track bet, couple things.



           14             I am sure if you asked Mr. Hindman to allocate



           15   the cost of their TV network over their ADW betting from



           16   California, they'd have their own economics as well.  We



           17   know the economics to horseracing and how it is being



           18   impacted by on-track ADW, and every one of the ADWs to --



           19   all of them we have talked to believe -- they say it's



           20   less than 2 percent of the betting.



           21             So we have come up with a solution to solve a



           22   big problem that we believe for the state of California



           23   and to have one ADW representing 2 or 3 percent of the



           24   market come in and say don't do your on-track ADW because



           25   it makes it less attractive for us to do business, I think
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            1   that's a statistically insignificant point.



            2             MR. MILLER:  For the Board, Mr. Avioli said the



            3   magic word.  What the TOC is doing is linking two



            4   agreements together, the hub agreement, horsemen's



            5   approval, and the geolocators.  Two separate items are



            6   being joined together in order to get their approval so --



            7             CHAIRMAN WINNER:  Which they have the right to



            8   do.



            9             MR. MILLER:  Which they have the right to do.



           10   With regard to needing -- needing the trainers association



           11   agreement, the Board in the past has always requested



           12   that.  So I just point that out.  Because in nineteen



           13   six -- one, two, three, I think it is, it talks about



           14   getting an agreement between the association and the



           15   trainers association as to backstretch issues and a couple



           16   of other items.  But if the Board wants to go ahead and



           17   issue the license without the agreement of the trainers



           18   association, it can do that.



           19             EXECUTIVE DIRECTOR BAEDEKER:  Brad.



           20             MR. BLACKWELL:  Brad Blackwell on behalf of



           21   TwinSpires.  First of all, I agree with the majority of



           22   the comments from Mr. Ford, and I do want to weigh in on



           23   some of the perceptions and misperceptions about the



           24   geolocation process.



           25             Mr. Ford is correct that the majority of those
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            1   conversations have been with TVG, you know, one of our



            2   competitors.  We have not been privy or invited in those



            3   discussions.  When this issue came up through the



            4   regulatory process, we did participate in each turn, and



            5   we expressed concerns and some insight into that and we



            6   were expecting that to run its proper course.



            7             And so what happened, similar to Mr. Ford, we



            8   received an agreement yesterday, late yesterday, in fact,



            9   and also were told that that agreement on the record



           10   yesterday came with a threat of cutting off content if we



           11   do not agree to it.  And I think that is something the



           12   Board should certainly be aware of and frown upon because,



           13   again, this is an issue that should run its proper course,



           14   the regulatory process.  This is a complicated, costly,



           15   and unknown impact on the industry.



           16             So it is easy for one party to say, hey, we want



           17   to experiment and find out how much handle was there.  It



           18   is another thing when ADWs are being asked to incur yet



           19   another cost that is specific to operating in California.



           20             So we are happy to have discussions.  We're



           21   happy to work the regulatory process, but we certainly



           22   have major concern for receiving an agreement on, you



           23   know, little time before that meet starts with potential



           24   implications on the racing industry and certainly



           25   customers throughout the country when these issues are
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            1   kind of being forced the last minute.



            2             COMMISSIONER AUERBACH:  Brad, I take issue with



            3   last minute.  You have been in the room many times when



            4   this has come up, and I have listened to, and this is



            5   nonspecific about who said what.  But we have been told



            6   that -- gosh, I don't know where to start -- you don't



            7   make any money, poor you, a lot of obfuscation.



            8             And the only thing we don't get from the ADWs,



            9   we get this, which is for those who -- who are just



           10   listing.  We get a lot of chatter but we don't get a lot



           11   of action.



           12             I will say it again.  We do not see your



           13   financials.  If indeed you are losing money, if I were in



           14   a business and I were losing money in the state of



           15   California, I'd run.  I'd get out.  It is very difficult



           16   to accept the words of some of the ADWs that they are



           17   losing money here when they don't provide us with



           18   financials that we can look up and understand all their



           19   fees and what they have charged, et cetera, et cetera, et



           20   cetera.  Most of us up here have owned and run businesses;



           21   so we understand numbers.



           22             It's frustrating to sit and to listen and to be



           23   told how you cannot make it -- not you personally, but the



           24   ADWs based on what we are doing.  We have been talking



           25   this, adjusting these -- the geolocation specifically for
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            1   a long time.  We gave the ADWs an opportunity to come to



            2   us with things they thought might be more fair to



            3   everyone.



            4             This isn't a last-minute thing.  It's only last



            5   minute in terms of we finally got things moving.  This is



            6   far from last minute, and I want to urge upon the entire



            7   community that this is a surprise to no one, and the TOC



            8   is the only organization that had the ability and the



            9   contractural power given to them by the legislature to



           10   move things along and make it happen.



           11             If you go through the Board, it's going to be a



           12   lot more tedious and a lot more difficult and it will take



           13   time, time that we don't have.  We can't wait the year,



           14   the two, the three years, however long it takes this Board



           15   to pass on new regulations of this sort.  So anyone --



           16   anytime somebody stands up here like you are standing up



           17   here and acting surprised, I'm sorry, I don't know why you



           18   would be surprised.



           19             MR. BLACKWELL:  I am surprised because we



           20   received an agreement a day ago that was negotiated by



           21   related parties without our knowledge and then that is



           22   being presented at the last minute.  Again, discussions



           23   have been going on.  And when you talk about the time



           24   frame, again, those discussions are with another party.



           25   It's not with TwinSpires.
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            1             What we observed and what Mr. Ford observed was



            2   the Board, the TOC, decided to go a regulatory process and



            3   that's when we really had a seat at the table.  We can't



            4   invite ourselves to meetings.  When something shows up on



            5   the agenda, we know it's an item and we have showed up to



            6   express concern, to express insight into the issue.



            7             So, again, our problem is receiving an agreement



            8   that was already agreed upon by our competitors in a



            9   negotiated manner, some of which are related parties, and



           10   now those terms are being dictated to us under the threat



           11   of cutting off content.  And, again, I would think the



           12   Board would discourage this type of behavior.



           13             Thank you.



           14             EXECUTIVE DIRECTOR BAEDEKER:  Commissioners,



           15   again, I just reiterate.  While certainly the Board has



           16   expressed an interest in the geolocation issue, at this



           17   point it is not responsible for the geolocation issue.



           18   That has been a matter of negotiation between the parties.



           19   As you know, the proposed rule is in the pipeline.



           20             We haven't sent it out yet, have we, for 45



           21   days?  It's about to be sent out for 45 days.  I think --



           22   didn't the Board make that move?



           23             MR. LAIRD:  Reported it to Staff --



           24             EXECUTIVE DIRECTOR BAEDEKER:  Yes.  So Staff is



           25   preparing it to go out for public comment.  Everybody will
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            1   have an opportunity to do so at that time.  It will come



            2   back and be agendized, and everybody can get up and speak



            3   their piece about the regulatory part of geolocation.



            4             At this point, it is a matter of negotiation



            5   between the parties.  And I think everybody is trying to



            6   negotiate publically here today.  But to set the record



            7   straight, right now it's not a rule.



            8             CHAIRMAN WINNER:  Yeah.  I really want to stress



            9   what Mr. Baedeker is saying.  We keep hearing in this



           10   discussion concern that somehow this is something that we



           11   have promulgated.  That's just not the case.  The case is,



           12   as Mr. Baedeker said and as we've said and I said earlier,



           13   this is out -- this hasn't even gone out yet for public



           14   comment from the standpoint of what the Board's



           15   regulations are.  The whole geolocator issue is one



           16   between the TOC and the various different parties, and it



           17   is the TOC who has been pursuing this issue and pressing



           18   this issue, not the Board.



           19             As you know from the meeting yesterday, the



           20   Board had some other concerns with respect to charitable



           21   contributions and other kinds of issues that have been --



           22   that those who were there are very familiar with and our



           23   various concerns with respect to what the ADWs are doing



           24   to support racing in California and, obviously, various



           25   representatives of the ADWs all got up and told us how
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            1   much they were doing for California racing.



            2             But nobody other than, by the way, BetAmerica,



            3   Lien, did indicate that they were willing to make further



            4   contributions to charitable organizations in California, I



            5   think.  I think they expressly indicated the Winners



            6   Foundation.  And following the meeting, Watch and Wager



            7   made the point that they too would be willing to make



            8   further charitable contributions in California.



            9             Those, of course, are the two that did stand up



           10   and respond to the request of the Board that are being



           11   left out of the agreement, but that agreement has nothing



           12   to do with us.  So it is not something that we can



           13   dictate, and I am not sure it is something we should



           14   dictate under the law.



           15             EXECUTIVE DIRECTOR BAEDEKER:  So at this point,



           16   Commissioners, I think the matter before you is relevant



           17   to the race meet applications that were awarded



           18   conditionally at the last meeting to L.A. Turf Club and



           19   PRA.  That's the matter that is before you.  Obviously,



           20   any options that you want to consider I think --



           21             CHAIRMAN WINNER:  Including sanctions, which was



           22   raised at the last meeting, should we choose to do that.



           23             EXECUTIVE DIRECTOR BAEDEKER:  Yes.  So I think



           24   we heard from Mr. Miller that, from a legal standpoint,



           25   the only outstanding -- that all of the required documents
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            1   have been submitted or, as we heard, have been finalized



            2   and are about to be submitted.  It is not a legal



            3   requirement that the CTT agreement be part of the



            4   application, although it has been requested by the Board



            5   as a matter of practice.



            6             So you have options.  You can go ahead and,



            7   obviously, approve the licenses.  You can extend the --



            8   your approval by any period of time that you would like



            9   with the condition that the CTT agreement be submitted



           10   when completed, or you could deny the licenses altogether.



           11             CHAIRMAN WINNER:  Is there a motion?



           12             COMMISSIONER AUERBACH:  So moved.



           13             CHAIRMAN WINNER:  What are you moving?



           14             COMMISSIONER AUERBACH:  I'm moving --



           15             EXECUTIVE DIRECTOR BAEDEKER:  All three?



           16             COMMISSIONER AUERBACH:  All the above.



           17             No, I move that we grant the license.



           18             CHAIRMAN WINNER:  With no sanctions?



           19             COMMISSIONER AUERBACH:  Who are we going to



           20   sanction?  For what purpose?



           21             CHAIRMAN WINNER:  I am just asking you the



           22   question.



           23             COMMISSIONER AUERBACH:  No.  No sanctions.



           24             CHAIRMAN WINNER:  Okay.  There is a motion on



           25   the floor to move the license.  Let's take them one at a
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            1   time.



            2             The Santa Anita license for the December -- the



            3   meet beginning on December 21st, I think legally,



            4   actually, we'll open on the 26th.



            5             Is there a second to the motion?



            6             Anybody second?



            7             I'll second.  Chairman seconds.



            8             COMMISSIONER AUERBACH:  I vote --



            9             CHAIRMAN WINNER:  Auerbach?



           10             COMMISSIONER AUERBACH:  Yes.



           11             CHAIRMAN WINNER:  Chairman votes yes.



           12   Commissioner Krikorian?



           13             COMMISSIONER KRIKORIAN:  I'll vote yes.



           14             CHAIRMAN WINNER:  Commissioner Solis?



           15             COMMISSIONER SOLIS:  Yes.



           16             CHAIRMAN WINNER:  Okay.  The motion carries by a



           17   four to nothing vote.



           18             Let's go on to Golden Gate.  Same motion?



           19             COMMISSIONER AUERBACH:  Same motion.



           20             CHAIRMAN WINNER:  Same motion for Golden Gate



           21   from Commissioner Auerbach.  Chairman seconds.



           22             How do you vote, Commissioner Solis?



           23             COMMISSIONER SOLIS:  Yes.



           24             CHAIRMAN WINNER:  Commissioner Krikorian?



           25             COMMISSIONER KRIKORIAN:  Yes.
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            1             CHAIRMAN WINNER:  Chairman votes yes.



            2             Commissioner Auerbach?



            3             COMMISSIONER AUERBACH:  Yes.



            4             CHAIRMAN WINNER:  Thank you.  Have a good meet.



            5   Have two good meets.



            6             MR. DARUTY:  Thank you.



            7             CHAIRMAN WINNER:  Thank you.



            8             Going on, then, to the next item on the agenda:



            9   Discussion and action by the Board regarding the third



           10   week of Sonoma County Fair's August 2, 2017 through



           11   August 22, 2017 allocated race dates and whether the



           12   Sonoma County Fair will conduct racing during the third



           13   week.



           14             Now, those who were involved will recall at the



           15   time that we granted the third week to Sonoma there had



           16   not yet been a decision by Santa Rosa that they would



           17   conduct the third week and we had -- we left an option



           18   open that if they did not conduct a third week that week



           19   would go essentially to Humboldt, which would move the



           20   calendar but we have been informed by Sonoma that they



           21   decided to run the third week of the meet, which will run



           22   not contig- -- that third week will not run contiguous



           23   with the fair, but they will run it, at any rate, as they



           24   did, I think, this year.



           25             So we have Becky Bartling is here to speak on
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            1   that issue.  I'm not sure there is any action to take



            2   other than to affirm the granting of that third week to



            3   Sonoma; is that correct?



            4             EXECUTIVE DIRECTOR BAEDEKER:  That's correct.



            5             CHAIRMAN WINNER:  Okay.  Becky.



            6             MS. BARTLING:  Great.  Thanks -- oops, I don't



            7   think the mike is on.



            8             Becky Bartling, CEO Sonoma County Fair and



            9   Exposition, Inc.



           10             Yes, it was -- I went back to the Board after



           11   the discussion.  We took a leap of faith and have moved



           12   our fair dates and will be running the first two weeks of



           13   August.  We bump right up against the school year; so



           14   we're hoping that from promotion and kind of various



           15   activities we can really create a strong attendance.



           16   Because of that, we get two weeks with the fair, which I



           17   think is important.  We really, really want to help the



           18   racing industry.  We think it very strongly that it is



           19   important to have attendance at the fair.  Those folks



           20   that go to the race meets, so it was a long discussion,



           21   but the Board agreed to move the race meet -- or the fair



           22   date so we have two weeks with the fair, and then we'll



           23   have the additional week afterwards so --



           24             CHAIRMAN WINNER:  We appreciate it very much.



           25             MS. BARTLING:  Well, thank you.
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            1             CHAIRMAN WINNER:  Larry Swartzlander.  You



            2   filled out a card.  You want to speak on this?



            3             MR. SWARTZLANDER:  Yes, sir.  Larry Swartzlander



            4   with CARF.



            5             I just want to restate that, you know, when the



            6   November meeting and throughout all the dates discussion



            7   we'd specifically asked Ms. Bartling if they were



            8   interested in not racing that third week.  At one point,



            9   Ms. Bartling, at a CARF meeting, said that they did not



           10   want to race that week.  We offered to race Humboldt



           11   during that week and also consider CARF coming up with



           12   some -- offering services to Santa Rosa, for example,



           13   Paymaster, Racing Secretary, and also even look into a



           14   commission sharing. I mean, this would certainly help out



           15   Humboldt who at this point is being raced overlap by



           16   Golden Gate for two weeks, which puts us in a scrambling



           17   position with them financially.  I just want to restate



           18   that, you know, CARF still has that proposal on the table



           19   and would be willing to run that week.



           20             CHAIRMAN WINNER:  Thank you.  I believe that



           21   based on the meeting that we had and the motion that was



           22   passed at the last meeting that that decision has been



           23   made.  The decision was that if Santa Rosa wanted to run



           24   that third week they had that date; so I don't believe



           25   there's any action to take other than to affirm the race
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            1   dates that were granted at the last Board meeting.



            2             COMMISSIONER AUERBACH:  I think the action was



            3   that they had decided not to take --



            4             CHAIRMAN WINNER:  They decided not to, that's



            5   correct, but since they have decided to --



            6             COMMISSIONER AUERBACH:  We don't have to do



            7   anything.



            8             COMMISSIONER KRIKORIAN:  Make a motion to affirm



            9   it.



           10             CHAIRMAN WINNER:  Okay.  It has been moved to



           11   affirm.  Seconded by Commissioner Solis.  Commissioner



           12   Auerbach votes yes.  Chairman votes yes.



           13             And Commissioner Solis votes yes.  So thank you,



           14   and good luck.



           15             MS. BARTLING:  Thank you.  And I invite you all



           16   to come up to wine country the first two weeks in August



           17   and visit us during the race meet.



           18             CHAIRMAN WINNER:  Okay.  Let's go on to item



           19   No. 6:  Discussion by the Board regarding the submission



           20   to the Board of the Southern California Vanning and



           21   Stabling agreement, to include proposed financial and



           22   operational plans for the upcoming calendar year, as



           23   required pursuant to Business and Professions Code



           24   Section 19607.1.



           25             EXECUTIVE DIRECTOR BAEDEKER:  Commissioners, you
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            1   have a spreadsheet that we received from the Southern



            2   committee on the financial breakdown of expenditures for



            3   the coming year.  We did not get a description of how the



            4   stabling would operate.  I know that that matter has come



            5   before the Board in the past, and I think it is probably



            6   clear, but it would help to have somebody from the



            7   committee come up and reiterate the program for 2017.



            8             CHAIRMAN WINNER:  So could somebody from



            9   Stabling and Vanning come up.  Southern California.



           10             Mr. Avioli, nice to see you again, sir.



           11             MR. AVIOLI:  Sure.  Greg Avioli from the TOC



           12   and, I guess, I'm also the Chair of the Stabling and



           13   Vanning -- South Stabling and Vanning.



           14             By way of review, this is the agreement that we



           15   banged out over the summer with all the parties in the



           16   South, including Santa Anita, Los Al, the TOC, and Del



           17   Mar.  And it was also linked with the race dates, at least



           18   agreement amongst the parties, that if the race dates



           19   stayed the same, this agreement would continue for a



           20   three-year period.



           21             The high points of this are that -- well, begin



           22   with San Luis Rey would no longer be used as off-site



           23   stabling -- excuse me, excuse me.  Galway.  I apologize.



           24   Galway would no longer be used as off-site stabling but



           25   the stabling off-site will continue at San Luis Rey and as
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            1   well at Santa -- right here at Los Al and at Santa Anita.



            2             I don't know how much level of specificity you'd



            3   like me to go into, but I can give you the number of



            4   stalls.  I mean basically it's a three-year deal.  What is



            5   changing for the past is Los Al is adding 150 stalls here.



            6   Those stalls were actually delivered today, and we had



            7   hoped -- Al had mentioned earlier that we had hoped to



            8   have it in place by January 1.  That looks like it will be



            9   mid-January.  To be conservative, we're going to keep



           10   Galway open until the end of January.  So as of February



           11   1st we'll have 850 stalls here --



           12             CHAIRMAN WINNER:  Is it the same price for



           13   Galway as it -- as it has been?



           14             MR. AVIOLI:  Yes.  For the month, yes.



           15             The stabling rate will go up at San Luis Rey --



           16   excuse me, at Los Alamitos in recognition of the fact that



           17   they will be providing 850 stalls versus 700.  The



           18   stabling rate will stay the same at Santa Anita as it was



           19   this year.



           20             CHAIRMAN WINNER:  Just to clarify, the



           21   three-year agreement, which is tied to the three-year race



           22   dates agreement --



           23             MR. AVIOLI:  Yes, sir.



           24             CHAIRMAN WINNER:  -- is a rolling three-year



           25   agreement, as I think we --
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            1             MR. AVIOLI:  Correct.



            2             CHAIRMAN WINNER:  And the Board has discretion



            3   to change that agreement.  I mean it has to come back



            4   before the Board --



            5             MR. AVIOLI:  Yes.  I believe --



            6             CHAIRMAN WINNER:  -- on an annual basis.



            7             MR. AVIOLI:  Commissioner Krikorian made certain



            8   that was part of the motion; so either the Board retains



            9   their right to actually do whatever schedule that you



           10   choose, and the ramification is that if the Board were to



           11   alternate what the race weeks might look like for 2018



           12   versus '17, the contractural remedy for that is any of the



           13   four parties could then opt out of the agreement.



           14             CHAIRMAN WINNER:  Correct.



           15             MR. AVIOLI:  But you retain your full rights as



           16   you do under the law.



           17             CHAIRMAN WINNER:  Right.  Okay.  So I just



           18   wanted to clarify that any of the parties could then --



           19   should the Board change the race dates from what we have



           20   agreed to --



           21             MR. AVIOLI:  Right.



           22             CHAIRMAN WINNER:  -- then -- then any of the



           23   four parties under the agreement could withdraw from the



           24   agreement.



           25             MR. AVIOLI:  Right.  And furthermore, it's --
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            1   the bound term is one year; so at the end of next year any



            2   party can withdraw if they choose.  So it's really a



            3   full -- it's a one-year commitment going in.



            4             CHAIRMAN WINNER:  Right.  Okay.



            5             Is there any -- any other discussion on that



            6   item?



            7             COMMISSIONER AUERBACH:  Just to thank



            8   Commissioner Krikorian for putting that in there.



            9             COMMISSIONER KRIKORIAN:  Thank you.



           10             COMMISSIONER AUERBACH:  Thank you.  Maybe it's



           11   one less thing to argue about.



           12             COMMISSIONER KRIKORIAN:  Sorry.



           13             CHAIRMAN WINNER:  We'd probably find a way to



           14   argue about it.



           15             I don't think there is any action on this item.



           16             EXECUTIVE DIRECTOR BAEDEKER:  Just for review,



           17   yes.



           18             CHAIRMAN WINNER:  All right.  Let's go on to:



           19             Discussion by the Board regarding the submission



           20   to the Board of the Northern California Vanning and



           21   Stabling agreement to include proposed financial and



           22   operational plans for the upcoming calendar year, as



           23   required pursuant to Business and Professions Code section



           24   19607.3.



           25             Who -- let's see.  I have a bunch of cards on
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            1   that one.



            2             COMMISSIONER KRIKORIAN:  Do we have to approve



            3   the last one?



            4             CHAIRMAN WINNER:  No, you don't have to.  It's



            5   just informational.  There's no approval required.



            6             Okay.  Wow.



            7             Gentlemen.



            8             MR. DARUTY:  Scotty Daruty on behalf of Golden



            9   Gate Fields.  This one is not quite as straightforward as



           10   Southern California, which is why you have got a bunch of



           11   people sitting up here.



           12             CHAIRMAN WINNER:  And a bunch people who have



           13   submitted cards to speak.



           14             MR. DARUTY:  I will try to be succinct in the



           15   summary of the operational plan approved by the Northern



           16   California Stabling and Vanning Committee.  That plan



           17   entails stabling at Pleasanton through January 15th of



           18   this coming year.  Originally, the plan was for Golden



           19   Gate not to utilize that facility as an auxiliary facility



           20   at all during its new meet.  However, during the course of



           21   the Stabling and Vanning Committee, there was the view



           22   expressed that perhaps it would be nice to extend the



           23   period of time so that people weren't in a position of



           24   moving out during the holidays.  And so Golden Gate agreed



           25   with that and agreed to fund the operation of Pleasanton
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            1   as a stabling facility through January 15th; so that is



            2   the first part.



            3             At that point, the Pleasanton facility would no



            4   longer be used as an auxiliary facility for Golden Gate



            5   Fields.  That's not a comment on whether they are open or



            6   whether they are not open.  It's just to say that Golden



            7   Gate Fields and the Stabling and Vanning Committee would



            8   not pay for that facility.



            9             Then on May 1 Pleasanton would reopen as an



           10   auxiliary facility through, I think it is June 17th or



           11   June 18th, which is the day on which Pleasanton needs to



           12   open in connection with its race meet.  Pleasanton would



           13   then stay open through the balance of its race meet at



           14   which point it would close for the remainder of the year.



           15             At all times during the year Golden Gate Fields



           16   would be open for stabling.  Obviously, during its live



           17   meet it would be, and then also during the summer fair



           18   season it would remain open for live stabling and receive



           19   reimbursement from the Stabling and Vanning fund; so that



           20   is what the committee passed.



           21             It was a two-to-one vote with one abstention.



           22   The members who voted in favor of it were TOC and Golden



           23   Gate Fields.  CARF voted against and Sonoma abstained, but



           24   under the terms as set forth in the statute that motion



           25   carried.  And I would be happy to answer any questions or
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            1   let others speak.



            2             EXECUTIVE DIRECTOR BAEDEKER:  Excuse me.  Before



            3   you go to the next speaker, I probably should set the



            4   table for the commissioners.  In consideration of the



            5   Golden Gate race meet application, the Board determined



            6   that there were sufficient stalls at Golden Gate to



            7   conduct its race meet, its upcoming race meet.  That was



            8   previously on the agenda and previously considered by the



            9   Board.



           10             This agenda item is a result of passage of the



           11   new legislation governing vanning and stabling both in the



           12   South and the North, and the operative language in the law



           13   is as follows:



           14             The organization administering the off-site



           15   stabling and vanning program shall submit its proposed



           16   financial and operational plans for the upcoming calendar



           17   year to the Board for review no later than November 1 of



           18   the preceding year.



           19             Because this legislation was signed right before



           20   that deadline and because of the outstanding issues that



           21   still existed at that point, it was impossible, basically,



           22   for the -- for the committees to -- at least in the North



           23   to submit its plan; so staff notified them that they were



           24   noncompliance of the law at that point, and they have



           25   since submitted the plan and are before you today.  But
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            1   the law calls for the Board's review of the vanning and



            2   stabling plan.



            3             CHAIRMAN WINNER:  Just as a legal clari- -- I



            4   agree with that, by the way.  It calls for a review, and



            5   that's what we are doing.  But where is legal counsel --



            6   Phil, under the law, with respect to the Board's



            7   authority, under best interest of racing, does that not



            8   give us broader responsibility or the potential



            9   responsibility with respect to this issue?



           10             I'm not suggesting that we would do that.  I



           11   just want to clarify what role we can play.



           12             Phil.



           13             MR. LAIRD:  Phil Laird, CHRB Staff.



           14             Yeah.  Under the law, essentially the Board does



           15   still have sort of a continuing right to adjudicate



           16   disputes that arise regarding vanning and stabling.  That



           17   is fairly broad.  It's the final subsection of the statute



           18   and that should be reflected in the Board package.



           19             CHAIRMAN WINNER:  Thank you.  The matter is



           20   before the Board for review at this point, but we do have



           21   that authority, should we choose to use it.



           22             Larry.



           23             MR. SWARTZLANDER:  Thank you, Scott.



           24             What I would like to do is I would like to go



           25   through the history of what we -- how we got here.  Review
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            1   the plan that the Vanning and Stabling Committee approved,



            2   which CARF voted no on.  Pointing out the areas of



            3   concern, challenges for CARF and the racing in the summer



            4   and to provide you some conclusions as to what my



            5   discussion points are.



            6             About three years ago, I think Joe Morris can



            7   help me on this one, but we had a meeting at Golden Gate.



            8   I know Cal Rainey was there, Joe Morris was there.  I'm



            9   not sure if Scott Daruty was.  But we were at a deficit in



           10   the North of over a million dollars.  And we addressed the



           11   issue how were we going to deal with this as stakeholders



           12   in the North.



           13             The final bottom line was everybody reduced



           14   their rate.  Golden Gate went down to ten thousand;



           15   Pleasanton reduced theirs to five or six.  But anyway,



           16   over the course of the following year in 2015 we were able



           17   to reduce -- eliminate the deficit and get back in a



           18   position where in 2016 the plan was that we would run



           19   until October 13th and then we would close Pleasanton and



           20   the fund would still be healthy.  Well, we know that



           21   didn't happen.



           22             CARF signed with Golden Gate to amend -- to



           23   extend the stabling agreement, the 2016 agreement through



           24   the end of the year, December 24th, and as Mr. Daruty just



           25   mentioned, it has been amended by the new agreement to run
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            1   through January 15th, which provides a deficit of



            2   $900,000, not counting the January 15th but the original



            3   agreement that terminated December 24th.



            4             So now we are sitting with a $900,000 deficit.



            5   So let me go through the points in the plan that was voted



            6   on by the committee.  They want to close Pleasanton 15



            7   January, open on 1 May, and close it on 20 June.  That



            8   leaves no auxiliary stabling for the fairs on fair



            9   racetracks.  This is a major concern for out-of-state



           10   horses who want a base, based out of Pleasanton.  They



           11   come there to base.  They have no intent of running at



           12   Golden Gate.



           13             This is a concern for the emerging breeds.



           14   Anybody that wants a base and they have emerging breeds,



           15   the thoroughbreds that only run on fairs can't go to



           16   Golden Gate.  Most of the horses -- I won't say most, 90



           17   percent plus of the horses that run on the fairs are dirt



           18   horses.  Golden Gate is tapeta.  We cannot train during



           19   this particular plan.



           20             Also, the Golden Gate -- not Golden Gate, but



           21   the plan requires CARF and Santa Rosa both to raise our



           22   rate to 2 percent and Golden Gate only raises theirs to



           23   2 percent for May and June.



           24             And then also, the deficit agreement was they



           25   would be, by their plan, a 70/30 commitment:  Thirty
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            1   percent paid by CARF and Santa Rosa and 70 percent by



            2   Golden Gate Fields.  These two actions combined put an



            3   additional financial burden on the fairs and Santa Rosa of



            4   $389,000 in purses and $389,000 of commissions.



            5             And as far as Golden Gate opting in and opting



            6   out under the new statute, their position is that probably



            7   about mid April they would pay their portion of the



            8   deficit and they will opt out of the vanning program.  And



            9   then based on -- I think we have a small deficit created



           10   by their current plan to run during the summer that they



           11   would opt back in in October, November until that deficit



           12   were paid out and then they would opt out, whereas CARF



           13   has no opting in or opt out.  We are in for 2 percent for



           14   the entire thing.



           15             So based on some conversations that we had had



           16   with Joe Morris and Scott Daruty, there were some things



           17   that we had put in our plan, CARF -- and by the way, also,



           18   this particular plan was presented to CARF the night



           19   before the Vanning and Stabling agreement.  So I had no



           20   opportunity to talk to my board and my members and try to



           21   come up with a counterplan.  We already had our proposal,



           22   and my intent of the meeting we called was to discuss our



           23   intentions and theirs.  So basically, we got a plan that I



           24   got outvoted on, and so I still wanted to present to you



           25   what CARF's plan was and why.
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            1             Number one, we would raise the takeout to



            2   2 percent for everybody.  And the reason I say that is



            3   because there is no -- you will see on the next agenda



            4   item that the South is raising theirs by a flat



            5   0.5 percent to 2 for everybody.



            6             Well, in the South, you know, Santa Anita



            7   contributes 60 percent of the handle, Del Mar 28, Los



            8   Alamitos 7, and L.A. County Fair, 9 percent.  And in the



            9   North it's a 70/30.



           10             Under the plan that they are presenting to you,



           11   we are being singled out that we should pay 30 percent,



           12   but in the South, no.  We are asking that everybody pays



           13   2 percent, number one.



           14             Pleasanton, we need to open in April.



           15   Two-year-olds for training, horses coming off the farms



           16   need 60 to 90 days to get ready to run on the fairs;



           17   1 May is too late.



           18             Closing the fairs, the same issue.  We need to



           19   stay open all the way through the end of October to



           20   accommodate our out-of-state horsemen, our breeds, and



           21   Fresno.  Fresno would be left as the island if we had to



           22   rely on Golden Gate.



           23             And last but least, the deficit in our plan



           24   would be paid by the fund, and at the end of the year,



           25   also we -- this is in or out.  We had talked about Golden
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            1   Gate closing.  If Golden Gate -- we would like them to



            2   close for six -- four to six weeks which, you know, gives



            3   one of the fairs to the auxiliary and that is a plus to us



            4   because I won't say it forces but the horses are at the



            5   fairs and they run.



            6             But it could go either way.  Either run Golden



            7   Gate as an auxiliary or they don't have to be.  If they



            8   would close for six weeks the fund -- the fund would end



            9   up in a $1.4 million surplus.  If they did that, closed



           10   during the summer, the fund would end up in the $782,000



           11   surplus.  All we are asking for is that we have seen what



           12   they are doing in the South and we would like to do it in



           13   the North.



           14             CHAIRMAN WINNER:  Did you want to respond in any



           15   way?



           16             MR. DARUTY:  The only point I would make is what



           17   you just heard is correct in terms of the numbers.  We



           18   could keep both facilities open during the summer and



           19   there could be a surplus at the end of the year.  However,



           20   what he's neglecting to mention is the vast, vast, vast



           21   majority of that money would all be contributed by Golden



           22   Gate Fields.



           23             And that is the question.  It is CARF asking



           24   Golden Gate Fields to pay for their stabling.  And the way



           25   the new law works, we pay for the stabling at our
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            1   facility.  We would be more than willing to make our



            2   facility available for them to use, if they choose to use



            3   it, and we have told them that we would discount our day



            4   rate, originally by 15 percent.  We then increased it;



            5   it's now 20 to 25 percent decrease.  We'd take about



            6   thirteen and change, 13,000 and change a day as opposed to



            7   our 16,900 audited costs.



            8             So we are willing to make a contribution and



            9   help support the industry at our own cost, but not to the



           10   tune of several million dollars a year, which the CARF



           11   plan has.  And so the reason there would be a surplus is



           12   because Golden Gate would be putting in several million



           13   dollars a year, half from our money and half from our



           14   purse money.  And that is the part we don't find



           15   acceptable.



           16             MR. MORRIS:  Joe Morris from Stronach Group.



           17             This is just a matter of economics similar to



           18   the South a couple years ago when we had enough stalls to



           19   consolidate into them and close Fairplex and save money



           20   for stabling and vanning.  That is what we did.



           21             Up at Golden Gate now, there is enough stalls --



           22   and this isn't good news, but there is enough stalls at



           23   Golden Gate to take that entire population without using



           24   Pleasanton anymore.  So we just -- we just can't afford to



           25   keep it open when we have the space to be able to put them
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            1   onto our facility and not have to pay for the auxiliary



            2   stabling.



            3             You know, there is a challenge of the deficit,



            4   and we've stepped up and we've said we'll pay 70 percent



            5   of that.  On actual cost to us, we probably owe 40 or



            6   45 percent of it.  We said we'll pay 70 percent of it to



            7   help that, help, you know, put that expense away.  So we



            8   are trying to work through it.



            9             It isn't convenient for people, but on the



           10   economic side of it, those two facilities are 30 miles



           11   apart, and we have got the stalls to be able to



           12   accommodate all the race horses in the North at Golden



           13   Gate.



           14             CHAIRMAN WINNER:  What about the issue of



           15   Arabians and other breeds that -- they can't race at



           16   Golden Gate.  Can they train at Golden Gate?



           17             MR. MORRIS:  That's never come up before.  I



           18   mean they can train at Pleasanton on their own expense.



           19   We would certainly look at running some of those races



           20   right now.  We either need a law charge and/or CARF's



           21   approval to be able to do that.  It's not that, you know,



           22   we don't want to run emerging breeds.  We can't right now.



           23   So, I mean, if we want to --



           24             CHAIRMAN WINNER:  Training --



           25             MR. MORRIS:  If there was enough room, you know,

�

                                                                       102











            1   with all the health certificates and what we have for the



            2   rest of the horses, that's something we'd certainly



            3   consider.



            4             COMMISSIONER SOLIS:  One of the issues that I



            5   have with closing Pleasanton is, of course, when all the



            6   two-year-olds come in, I have been on the backside of



            7   Golden Gate.  To me it's going to be overcrowded, and you



            8   going to have all these safety issues with two-year-olds



            9   coming in, and all the people that have to move out of



           10   there -- out of there -- family that had to move out of



           11   Pleasanton to go back to Golden Gate, I mean, how is that



           12   going to work?



           13             MR. MORRIS:  A couple of good concerns.  One, as



           14   I said, it's 30 miles apart, and if they are in tack rooms



           15   at Pleasanton, there's tack rooms at Golden Gate.



           16             The second part of that we're not putting any --



           17   a higher number of horses than we have had in the past on



           18   the backstretch of Golden Gate.  The numbers have



           19   diminished to that.  I mean there are times that Golden



           20   Gate in the past have had 1400 horses back there.  We're



           21   not looking to have more.



           22             The third thing I would point out on that, if we



           23   need to extend or segregate our training hours to where,



           24   you know, two-year-olds get a certain set of time, workers



           25   could get another, that is something we can look at to
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            1   phase that in; so it is more of a structured workout



            2   scenario in the morning.



            3             But the two-year-olds -- I mean, the numbers



            4   just show it.  The other thing with two-year-olds, we're



            5   going to let two-year-olds in on January 1st as long as



            6   they are ready to gallop, and if you take those into the



            7   numbers from Pleasanton over the last couple of years,



            8   two-year-olds have been there on January 1st, we're still



            9   going to have less than 1400 horses when we -- when we



           10   move them over.



           11             COMMISSIONER SOLIS:  I am still not -- like I



           12   say, I have been on the backside of Golden Gate, and to me



           13   it's already crowded.  And to me, putting more horses over



           14   there is going to be even worse.  To me, it's a big safety



           15   issue.  It really is.



           16             MR. SWARTZLANDER:  A lot of these two-year-olds



           17   never want to train on tapeta, they want to train on dirt.



           18   And, again, the intention of all negotiations, at least



           19   CARF, when we talked to Golden Gate and the TOC was that



           20   everybody agreed that the fairs are fairs; we had to have



           21   auxiliary stabling.  Our out-of-state people come.



           22   They're based out of Pleasanton.  They don't want to move



           23   to every fair, and whatever they bring over, 20, 30



           24   horses, they're all not going to run at Pleasanton,



           25   they're all not going to run at Santa Rosa.  They have to
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            1   move, and they want a base and they want to run on dirt,



            2   not tapeta.



            3             COMMISSIONER KRIKORIAN:  What about concept



            4   of -- well, what is the date again that we start at



            5   Pleasanton?  Excuse me.



            6             MR. SWARTZLANDER:  20 June, the current plan.



            7             COMMISSIONER KRIKORIAN:  No.  For stabling.



            8             MR. MORRIS:  May 1st for Golden Gate auxiliary.



            9             COMMISSIONER KRIKORIAN:  Could that be moved



           10   back a month to April?



           11             MR. DARUTY:  Well, I suppose there's two



           12   questions there.  One question is whether Pleasanton would



           13   make the facility available, and then the other is who



           14   pays for it.  So yes, it's physically possible, but where



           15   does the money come to pay for that?



           16             MR. KRIKORIAN:  We'll ask CARF.



           17             MR. SWARTZLANDER:  That goes right back to the



           18   fee.  I mean if we simply said we didn't want to play



           19   games here and we're out, and Scott could do the same



           20   thing to us, who is going to pay for it?  That is an



           21   obvious point of discussion.



           22             I don't think we're liable for the 30 percent.



           23   We'll step up to the table for the 2 percent for the year,



           24   but I don't think it is fair and -- but we are not



           25   doing -- this is not fair for Northern California racing.
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            1   We are not benefiting racing in the North with this plan.



            2             COMMISSIONER KRIKORIAN:  Can you explain -- can



            3   you explain again why you are not liable for the



            4   30 percent?



            5             MR. SWARTZLANDER:  Well, that is why I pointed



            6   out the history.  The last time we visited the deficit,



            7   the million dollars plus, there was no discussion of



            8   30 percent, 70 percent.  It was a pool.  It has always



            9   been a pool, just like in the South.  We came out with the



           10   deal, lowered our day rates, and the deficit was paid off.



           11             What they are asking in this is now -- and we



           12   had a 2016 plan, which was similar to 2015, nothing



           13   different.  Now, we have a deficit that this plan



           14   generated rather than, again, pooling it and having the



           15   fund pay it off over time, you get behind, and we had to



           16   do something -- something has to change.  Closing



           17   Pleasanton.  That was on the table.  I believe we moved to



           18   a position now where, you know, the CARF plan says we'll



           19   close until 1 April and then we'll close on October 30th.



           20   We're bringing something to the table.



           21             We know that there are stalls -- you know,



           22   there's too many -- Golden Gate could accommodate the



           23   horses during those periods.  But the periods we are



           24   asking for, we need the stalls.  And the peak numbers, we



           25   have no -- I'd have to look at the July numbers.  I mean,
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            1   does Golden Gate have enough stalls for the horses coming



            2   in to the state?  No.



            3             MR. DARUTY:  Couple points.  Scott Daruty for



            4   Golden Gate Fields.  Couple points.



            5             The $900,000 deficit was substantially generated



            6   during the CARF fair season.  In other words, when Golden



            7   Gate Fields finished its meet in June of 2016, there was



            8   actually a surplus in the Stabling and Vanning fund.  Over



            9   the course of the summer, the deficit built, and so we



           10   believe it is fair for CARF to share in a portion.  I



           11   honestly could make the argument they should pay the whole



           12   thing because it was their debt but we're not taking that



           13   position.  We're saying we'll pay 70 percent and we want



           14   them to pay 30.



           15             As far as where the stabling occurs in the



           16   summertime, whether there's enough stalls at Golden Gate



           17   or not enough, you know, stalls at Golden Gate, there will



           18   be one fair running at all times.  So in addition to the



           19   stables that are available at Golden Gate, there will be



           20   stables at the fair running, whether that's Pleasanton or



           21   Sacramento or Santa Rosa or wherever, and we are not



           22   telling them they can't use additional stabling if they



           23   choose to do so.  We are just saying don't make Golden



           24   Gate pay for it.  Why should we pay for the stabling that



           25   they use during their meet?
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            1             COMMISSIONER AUERBACH:  Is this a plan that was



            2   agreed on by anybody, or what are we looking at here?



            3             CHAIRMAN WINNER:  Yeah.  It was agreed on by



            4   Stabling and Vanning by two-to-one with one abstention.



            5             COMMISSIONER AUERBACH:   I see.



            6             CHAIRMAN WINNER:  Which is under the statute



            7   that's what is required.



            8             MR. RAINEY:  Cal Rainey at Golden Gate Fields.



            9             I'd just like to say that traditionally in



           10   Northern California, going back as far as Bay Meadows



           11   racing in Northern California, before 2008, the fund and



           12   the committee was established, and there was always a



           13   one-third responsibility on behalf of CARF.  Bay Meadows



           14   usually paid a third.  I'm talking about an example would



           15   be anything like tattoos, horse tattoos, always get



           16   completed at the track, either Golden Gate or Bay Meadows



           17   at the time when the horses come in for the first time,



           18   and then CARF had always been responsible for one third of



           19   all those costs.  So basically CARF has a third of the



           20   business, Bay Meadows had a third, and Golden Gate had a



           21   third traditionally.  So now it is two thirds Golden Gate



           22   and one third CARF.



           23             MR. SWARTZLANDER:  To this date CARF has not



           24   paid anything outside 1.25 percent into the fund.



           25             CHAIRMAN WINNER:  I am going to start calling
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            1   on -- unless there are other questions of the folks at the



            2   table, I am going to start calling on some of the other



            3   people who wanted to speak on this issue.



            4             Maureen Morley.



            5             MS. MORLEY:  Maureen Morley.  I'm an owner.



            6   Thank you for this opportunity to comment.



            7             The Board's action on this item will define the



            8   future of horseracing in Northern California.  Action on



            9   this item is complicated by the recently amended Business



           10   and Professions Code, which have not been properly or



           11   fully implemented.



           12             The proposed financial and operational plan for



           13   stabling in 2017 due to the Board for review by



           14   November 1st was received only a few days ago before the



           15   start of 2017 in just 16 days.  The required procedures



           16   and timeline implementing the opt-out provision have yet



           17   to be established.  This has allowed for speculative



           18   discussion that is taken as fact and has been particularly



           19   threatening in the face of a deficit.



           20             The proposed plan and establishment of



           21   procedures are the responsibility of the Stabling and



           22   Vanning Committee.  In the absence of the timely and



           23   complete action by that committee, the Board has the



           24   authority and I believe the responsibility to ensure that



           25   stabling is conducted in a manner that serves the best
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            1   interest of horseracing.



            2             At this critical time with the pending seasonal



            3   closure of Pleasanton already driving horses and horsemen



            4   out of the area and out of the state, precipitating a



            5   decline in California horseracing the Board must, I



            6   believe, exercise its authority today.



            7             The Board has determined that Golden Gate Fields



            8   has sufficient stalls to conduct its meet without



            9   requiring an auxiliary.  However, it seems that approval



           10   of the meet application does not automatically determine



           11   funding of a stabling and training facility.  I emphasize



           12   training as it is allowed in the codes.



           13             Funding of a stabling and training facility



           14   should be articulated in the financial and optional plan.



           15   You have received very late a radical plan with inadequate



           16   time for review.  In the absence of timely and right



           17   action, the Board may want to consider a motion to



           18   increase the deduction for all associations to 2 percent



           19   as recommended by both the TOC and the CTT at the November



           20   meeting to address the deficit and to continue funding



           21   Pleasanton as a stabling and training facility until the



           22   2017 proposed plan has been properly reviewed, including a



           23   review of other proposed options and consideration of



           24   public comment.



           25             Further, until opt-out procedures are
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            1   established as required by law, no association should be



            2   allowed to opt out.  And when procedures are established,



            3   opting out should be restricted when there is a deficit, a



            4   deficit created by all parties.



            5             I continue to hear that the fairs are using more



            6   money than they are generating.  That is because, while



            7   the fairs are running with sufficient stabling available



            8   at fair grounds, they continue to fund Golden Gate Fields



            9   at $16,900 a day.  I believe this approach best serves all



           10   parties as the alternative is the eventual seasonal



           11   closure of both Golden Gate Fields and Pleasanton with the



           12   extreme loss of horses and horsemen and the ultimate



           13   demise of horseracing in Northern California.



           14             I appreciate your consideration of these



           15   comments.



           16             CHAIRMAN WINNER:  Thank you very much.  I



           17   believe that since there is no action item on the agenda,



           18   we can't take an action at this meeting.  It hasn't been



           19   agendaed.  Therefore, the purpose of this item is a



           20   review.  It is not an action item and therefore, unless



           21   legal counsel disagrees or tells me that that is not



           22   correct --



           23             MR. MILLER:  No, that is not -- you are correct.



           24             CHAIRMAN WINNER:  Okay.  Thank you.



           25             Mei Davis.  I don't know if I am pronouncing the
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            1   name correctly.  Mei Davis.



            2             MS. DAVIS:  Mei.



            3             CHAIRMAN WINNER:  Mei Davis.  Thank you.



            4             MS. DAVIS:  I am going to talk slowly so you can



            5   understand me.  I am just saying --



            6             CHAIRMAN WINNER:  Do you want to come up here



            7   because it is hard to see you from back there.



            8             Thank you.  Can you identify yourself and --



            9             MS. DAVIS:  My name is Mei Davis.  I work for



           10   Arabian and quarter horse.  So I hope you guys excuse me,



           11   my language accent.  I try to talk slowly.  I'm nervous.



           12             CHAIRMAN WINNER:  Thank you.  Don't be nervous.



           13             MS. DAVIS:  But there's Pleasanton shut down and



           14   talk about open up May 1st is not fair because Arabian,



           15   they need at least over two months, two and a half months



           16   of training, and they have two or -- they need two work



           17   for all of us.  In the (inaudible) they have three.



           18             So if you open up May 1st, no way we can run any



           19   horses in Pleasanton.  So we need to try to open up



           20   April 1st.  Also, we have -- in July, we have two big race



           21   for Arabian.  To us, it is big.  To thoroughbred, they



           22   think it's small money.  It is like 48,000 from Middle



           23   East.  So we need California horse race -- to run that



           24   race.



           25             And also, we have race on April 2nd at Santa
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            1   Anita next month -- no, next year in April.  We need a



            2   facility for them to train the horse, get them ready for



            3   the $100,000 race.  But problem, Golden Gate Arabian and



            4   thorough -- Arabian and quarter horse and emerging breed



            5   horse, they never run to me synthetic track, okay, because



            6   they all been running in the dirt.



            7             The horse come from out of state to come help us



            8   for the big race.  If they have -- they don't care for



            9   synthetic track.  They run in dirt.  So most of our horse



           10   not used to that.  So that's why we can go Golden Gate to



           11   train.



           12             So anyway you guy can help us open up on



           13   April 1st so we can run a whole meet in Pleasanton,



           14   quarter horses and Arabian.  That's my question.



           15             COMMISSIONER KRIKORIAN:  May I ask you a



           16   question?  Thank you.



           17             May I ask you a question?  How many races -- how



           18   many Arabian races are run a year and where are they run?



           19             MS. DAVIS:  Most we run in summer in California.



           20   We used to run in Los Al too.  Problem because the



           21   insurance got so high.  Cost -- when a trainer has to pay



           22   $400 to start a race and our purse only sixty-three, by



           23   the time -- I used to own a horse.  Then I can run one



           24   race and the horse be pay himself.  Now you have to win



           25   two races in a month to pay without come out of the

�

                                                                       113











            1   owner's pocket.



            2             So we try so hard, try to get TOC to help us,



            3   get Los Al Finish Line to help us for the insurance.  They



            4   won't do it because they qualify as emerging breed.



            5             To me, people should understand they all



            6   interest thoroughbred, thoroughbred.  They don't



            7   understand where the thoroughbred come from, by the long



            8   time ago.  Take three Arabian style to make thoroughbred.



            9             So I don't understand what qualify say Arabian



           10   is emerging breed.  Arabian should not be emerging breed.



           11   It can be qualified same thing.



           12             Another thing my mind thinking, all the horse we



           13   are racing should be all work together, because they are



           14   horse to me.  In a mill, quarter horse, Arabian and



           15   thoroughbred, to me, they all horse, and they all here to



           16   help us to make a state.



           17             If we start horses without this money come in,



           18   State Fund, we don't -- where the tax going to come from



           19   to help pay the State?  Horse race pay the State too, pay



           20   the tax.



           21             So that's one thing I wish all the thoroughbred



           22   people can be work together with us and that's I want to



           23   ask you guys also, do you know anybody can help us



           24   insurance for emerging breed so we can get more people,



           25   more trainer?
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            1             Because now I have trainer, I have horses



            2   because they can't afford to come down with $400 every



            3   time we run.  So we have been fighting that for five



            4   years, six years, the insurance.



            5             If you can help us, we can get more trainer and



            6   more owner.



            7             CHAIRMAN WINNER:  Was your question answered?



            8             COMMISSIONER KRIKORIAN:  My question -- well,



            9   not really.



           10             Maybe CARF can tell us a little bit about how



           11   many races are run a year for Arabians and at what time,



           12   specifically, and so forth?



           13             MR. SWARTZLANDER:  As you know, we have quarter



           14   horses, mules, and Arabians all being emerging breeds.



           15   Last year we had 14 races for quarter horses.  And the



           16   mules and Arabians, you look at the upper 20s, 28, 29,



           17   sometimes 30 races a year we get out of both of them.  And



           18   we try to run every day at least one breed race.  Some



           19   days we run a quarter horse, a mule, and an Arabian race.



           20             COMMISSIONER KRIKORIAN:  Run at the fairs?



           21             MR. SWARTZLANDER:  At the fairs, yes.



           22             COMMISSIONER KRIKORIAN:  Okay.  But can't the



           23   fairs provide -- you've got several tracks.  Why can't you



           24   provide training facility for these horses?



           25             MR. SWARTZLANDER:  Well, it's auxiliary stabling
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            1   and requires day race to open.  Outside the fund.



            2             COMMISSIONER KRIKORIAN:  Does it fall under the



            3   same classification --



            4             CHAIRMAN WINNER:  Yes.



            5             But the question is who is going to pay for it?



            6   It's not whether they will be open.  It's who's going to



            7   pay.



            8             MR. SWARTZLANDER:  I got race -- I got fairs



            9   that can open, Sacramento, Pleasanton.



           10             CHAIRMAN WINNER:  But I think Scott made --



           11             MR. SWARTZLANDER:  Santa Rosa.



           12             CHAIRMAN WINNER:  The point it's a question of



           13   who pays.



           14             MR. SWARTZLANDER:  Who pays.  Scott's right.



           15             EXECUTIVE DIRECTOR BAEDEKER:  That's a difficult



           16   question, as everybody has talked about, and the limited



           17   racing being done by the Arabians and the mules -- I don't



           18   have the quarter horse numbers, but, you know, very little



           19   is contributed to the Vanning and Stabling fund; so it's a



           20   challenge.



           21             Did the committee address this issue in its



           22   negotiations?



           23             MR. SWARTZLANDER:  As far as the emerging



           24   breeds?  It was mentioned, but it wasn't discussed in



           25   detail, no.  It did get to a point of yes, no, maybe.
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            1             CHAIRMAN WINNER:  Yes, no, maybe?



            2             COMMISSIONER KRIKORIAN:  How much wagering is



            3   there on the Arabian races versus other races?



            4             MR. SWARTZLANDER:  I don't have the numbers in



            5   front of me.  I would say it's like 30 percent.



            6             COMMISSIONER KRIKORIAN:  Thirty percent of



            7   the --



            8             MR. SWARTZLANDER:  What you would bet on



            9   thoroughbreds.



           10             CHAIRMAN WINNER:  Thirty percent on Arabians or



           11   30 percent on all the -- on all the emerging breeds?



           12             MR. SWARTZLANDER:  Yeah.  If you could get a



           13   $100,000 -- we could get $30,000 bet on -- the same race,



           14   if you ran the Arabians, we could get $30,000 bet on.  If



           15   you ran thoroughbreds, we could get $100,000.



           16             CHAIRMAN WINNER:  Okay.  Thank you very, very



           17   much.



           18             MS. DAVIS:  Thank you.



           19             CHAIRMAN WINNER:  Dorothy Burt again.  I hope I



           20   said your name right this time.



           21             MS. BURT:  Hi.  Dorothy Burt representing



           22   Arabian racing.  In answer to your question, when the



           23   Arabians ran in the last race of the day, here at Santa



           24   Anita, wherever it is -- I know, at Santa Anita, around



           25   the 1st of April last year they -- what was the handle,
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            1   700,000? -- when we weren't put in one of the first three



            2   races.



            3             I think we have established that Arabian racing



            4   in general helps thoroughbred racing by taking these less



            5   desirable slots on the racing card, but I want to talk to



            6   you about my disagreement with the late opening of



            7   Pleasanton as an auxiliary facility.



            8             May 1st, 2017 is unreasonable.  Proven



            9   racehorses need more than 45 days to be competitive.



           10   Arabs will be primarily affected.  They race the same as



           11   thoroughbreds, they go around the turns, they do



           12   everything.  They have to get the same works, the same



           13   times -- timer, sorry.



           14             Thoroughbreds have many choices in Northern



           15   California, from Golden Gate Fields to various training



           16   sites and branches and farms.  Golden Gate Fields will not



           17   take Arabs.  Or will they?  They have said both ways.  I



           18   have no idea.  I have been told they will not allow Arabs



           19   to go there to train.



           20             Well, let me be personal.  I own part of the



           21   best Arabian mare in her age group in the United States.



           22   Dream Pearl would like to come down here and race at Santa



           23   Anita in the $100,000 Arabian race but she cannot prepare



           24   here in California.  She will have to go to Texas.  Now,



           25   who knows if she will come back?  I don't know.
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            1             Now, at the other extreme, I own a two-year-old



            2   whose training will come to a halt because Pleasanton is



            3   closing and Golden Gate Fields will not allow horses in



            4   training, let alone Arabs in training.



            5             I understand the money involved, but I would ask



            6   that Pleasanton be somehow reopened earlier.  April 1st



            7   would be a great benefit to get horses ready to race,



            8   especially with the opening of the Pleasanton meet.



            9             And your question of who pays to open that month



           10   earlier, I don't think anyone has really talked to the



           11   Pleasanton community, because many people have offered to



           12   pay part of, to cut costs, but many suggestions have been



           13   bloated.



           14             And as far as I know, nothing has been acted on,



           15   and they have not involved the community.  And many people



           16   are having to close up, store their stuff.  Families, like



           17   you say, are being disrupted and moved out of places



           18   they've lived for years.



           19             So thank you for listening to me.  I would



           20   really hope you could encourage Pleasanton to open at



           21   least a month earlier than is projected.  Thank you.



           22             CHAIRMAN WINNER:  Thank you very much.



           23             Terri Eaton.  I have two cards for Terri Eaton.



           24             MS. EATON:  Good afternoon, all.  I am a



           25   trainer, owner, breeder of Arabians and thoroughbreds.
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            1             My objective standing up here today is to ask



            2   you to extend the opening of Pleasanton to somewhere



            3   between March and April.  The reason I'm saying that is we



            4   do need the time.  We have a lot of horses that don't run



            5   at Golden Gate because they're not fast enough or good



            6   enough or they don't like the synthetic surface.  So,



            7   therefore, we decided we are going to turn them out, let



            8   them have a little bit of a break.



            9             But in order for these horses to be ready to



           10   come back in, they surely need more than 45 days.  The 1st



           11   of April is nice.  The middle of March would be better.



           12   Especially for our Arabian horses, we are trying to get



           13   these horses ready to run at Santa Anita, and we -- I had



           14   the best -- one of the best horses in the nation this



           15   year.  He went to Abu Dhabi, and he competed there.  He



           16   got -- he was trained at Pleasanton.  And they allowed us



           17   to do some things that we needed to do to make this horse



           18   right.  And we would like to be ready for the 100,000, but



           19   there's no way that we can be ready for that race if you



           20   do not allow us to train there and if the facility closes.



           21             The proposed way for the van -- for the stabling



           22   situation at this point is going to be very, very



           23   expensive for trainers as myself that has both breeds.  It



           24   is going to make us uproot our barns and leave roughly



           25   every three weeks.  That's a huge expense.  Owners aren't
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            1   going to be able to come up with that, especially with



            2   these cheaper horses that run and the fair horses, and the



            3   people aren't going to want to do that either.  Not only



            4   are we going to have to endure the insurance cost, but



            5   we're going to have to endure the cost of picking this



            6   barn up and moving it every three weeks.  That is crazy.



            7             The other thing is, is that I have been over to



            8   Golden Gate.  I have seen what they have over there.  That



            9   is a filthy, disgusting, awful place.  The rats are



           10   everywhere.  The stalls are falling down.  They are not



           11   safe for horses.  There's gaps in the walls where



           12   the horses, if they lay down to roll, they get cast, and



           13   they get stuck underneath the walls.  It is not a good



           14   environment.  I myself would not subject my horses to it.



           15             I went over there to race a horse the other day,



           16   walked in the stall, and there were three rats, three rats



           17   in the stall with my horse.  I had -- I took her out of



           18   there and went to another stall.  And it was hard to find



           19   another stall that wasn't infested with rats.



           20             Now, why would you want to subject your horses



           21   to something of this sort?  I think it's a shame.  It's a



           22   rotten shame that we have to subject our animals and our



           23   people to these kind of things.  It is horrible.



           24             Anyway, gentlemen, if you would think about



           25   this, and take it into your consideration, I do believe it
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            1   would be a really wise idea if Golden Gate Fields could



            2   close for the six weeks during the summertime.  It would



            3   save a lot of money, possibly put us back into a plus



            4   situation for our stabling and training and vanning



            5   committee.  And if we could do that and clean out Golden



            6   Gate Fields, exterminate the rats, clean the stalls, make



            7   things better for us, maybe a lot more people would be



            8   happy to go over there.



            9             In closing, all I can tell you is that I have



           10   applied for stalls over there.  They've called me.



           11   They've asked me how many I am going to need.  I said I



           12   would like to set up at least a few stalls over there so



           13   that I can ship in and out of, but they can't tell us



           14   whether they have room for us and they can't even give us



           15   a barn.  They can't tell us anything.



           16             So are they really prepared to accept us?  I am



           17   not sure.  Anyway, thank you gentlemen.



           18             CHAIRMAN WINNER:  Thank you.  We did talk --



           19   what is the plan for rehabilitating the backstretch, so to



           20   speak?  I mean that has been discussed at prior meetings,



           21   and there was going to be a break for that purpose.



           22             Where is that at this point?



           23             MR. DARUTY:  Scott Daruty on behalf of Golden



           24   Gate Fields.



           25             Our original proposal had us closing for four to
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            1   six weeks --



            2             CHAIRMAN WINNER:  Right.



            3             MR. DARUTY:  -- to do extermination work which,



            4   as you all know, is challenging to do when you have horses



            5   on the backside.  For reasons really, you know, beyond our



            6   control, just in terms of trying to get some consensus



            7   because, you know, there's a team here, every issue,



            8   there's not two sides; there's five sides.  And in trying



            9   to balance all these interests and come up with a stabling



           10   and vanning plan, there were those who suggested Golden



           11   Gate should not close and that we should keep it open all



           12   summer, and so we went along with that.



           13             So as of right now, the approved plan does not



           14   have us closed at Golden Gate Fields.  Would we like to



           15   be?  Yes, we would like to be closed for a four- or five-,



           16   six-week period.  That would be healthy.  But again, how



           17   do we come up with a plan that everybody buys off on and



           18   how do we come up with a plan that we can afford?  That's



           19   the challenge.



           20             CHAIRMAN WINNER:  Okay.  Thank you.



           21             Michael Brown.



           22             MR. BROWN:  I was going to say good morning, but



           23   now we're into the afternoon, and I appreciate all of you



           24   allowing us to speak.  I am Michael Brown, and I am the



           25   Pleasanton Arabian Racing Club.
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            1             I spoke to you last month on behalf of the



            2   Arabian horses.  I raised horses a few years ago, and this



            3   year, Cory Soltau got me into the Pleasanton Arabian



            4   Racing Club and I was so glad to be back into it.



            5             I have with me -- this is my grandfather's



            6   watch.  It's over a hundred years old.  My grandfather,



            7   back in Newark, Ohio, used to go out with his friends and



            8   they used this watch -- they all had one -- to time the



            9   horses.  They didn't have all the fancy electronics that



           10   we have today.  And I cherish this.  When my mother passed



           11   away five years ago, she made sure that I got this watch



           12   because she knew my dad had taken me to that area where



           13   they used to race when I was a little boy.



           14             And I -- I really don't want horseracing to die



           15   out in Northern California.  You heard a lot today about



           16   your duties as the commissioners to act in the best



           17   interest of horseracing, and what we see in this plan that



           18   has been proposed for Northern California is not in the



           19   best interest of horseracing.  As a matter of fact, it



           20   could spell doomsday for horseracing in Northern



           21   California because we don't have here all the facilities



           22   that are available in Southern California that have been



           23   made available.  We don't have the off-site things that



           24   they have down there.



           25             The legislature has made its intent very, very
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            1   clear.  Section 19540 of the Business and Professions Code



            2   says that -- at least so far as the fairs are concerned,



            3   the fairs shall, not should, not maybe, not whatever, but



            4   shall provide a program of racing that includes



            5   thoroughbred racing, quarter horse racing, Arabian racing,



            6   and Appaloosa racing.  The legislative intent is very



            7   clear.



            8             I'm sorry that Professor Choper is not here



            9   because he and I could engage in a discussion of that.



           10   But it is clear that the legislature wants racing of all



           11   breeds, not just thoroughbred racing, and there's a good



           12   reason for that, because you don't have enough



           13   thoroughbred racehorses racing today to make it a viable



           14   business.  As they said at the last meeting down in Del



           15   Mar, you need to find a way to fill the card.  You got to



           16   take that starting gate and fill it with horses and that



           17   is not what is happening.



           18             Now, after that meeting that last month, and one



           19   of the reasons I loved you having the meeting at Del Mar,



           20   is I have a daughter and grandchildren that live at Solano



           21   Beach, right next door, so the day after the meeting I



           22   took my grandchildren there, eight and nine, and I took



           23   them to their first horse race and they had a ball.  The



           24   folks at Del Mar were so nice, and they had just -- they



           25   had a lot of fun.  And we watched the races, but one thing
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            1   that stood out to me was that there were two races that



            2   had a full card that filled the starting gate.  The rest



            3   of them were five, six, seven horses and, you know, as



            4   well as I do -- it's well known in the industry -- you



            5   don't get a lot of betting if you don't have a lot of



            6   horses.



            7             And what is happening is that you need to find a



            8   way to compress those.  And as I told you before and I



            9   suggested to you before, what you need to do is make it



           10   viable for these emerging breeds to race.  And when you



           11   put those horses in the first race or the second race or



           12   the third race when nobody is around and nobody is paying



           13   attention, you don't get a big handle.  But if you put



           14   them -- as Dorothy pointed out, you put them towards the



           15   end, you get a big handle.



           16             You need to treat the emerging breeds as kindly



           17   as you threat the thoroughbreds and that is what I am



           18   suggesting you look for.  You have to act in the public



           19   interest and the interest of the horseracing industry.



           20             Now, Golden Gate Fields says, well, we have



           21   profit issues and so on.  Next week -- if I live another



           22   week -- I will celebrate 50 years as a lawyer.



           23   December 23, 1966, I was admitted to the bar.  Like



           24   Professor Choper, I served a couple years as a law clerk.



           25   He was with Justice Warren of the Supreme Court.  I was
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            1   with the local Alameda County Superior Court, but -- and



            2   then I spent 48 -- the last 48 years doing trial work.  If



            3   I go into court and want to take a position and have an



            4   affirmative position, I got to prove it.  I got to present



            5   evidence.  I got to say here is my case and here is how I



            6   prove it.  I haven't heard anything that says that Golden



            7   Gate would be hurt by going to 2 percent.  I have heard



            8   that 2 percent would create more money, would help to



            9   reduce the deficit.  I haven't heard anything that is a



           10   commitment by Golden Gate Fields to support emerging



           11   breeds.



           12             The thing that I ask you to remember and ask you



           13   to look at very carefully, Assembly Bill 2011, which was



           14   enacted and signed by the governor in September, doesn't



           15   just say stabling and vanning.  It says stabling,



           16   training, and vanning over and over and over again.  It



           17   says training horses.  It doesn't just say stable them.



           18   It says train them and that means you got to provide a



           19   facility where they can train.



           20             And you have heard several people today talk



           21   about how Golden Gate Fields is not a good place to train;



           22   people don't want to train there.  You need to keep the



           23   other facilities open and that means Pleasanton.



           24              Now, if there's a dispute, I respectfully



           25   request that you look at Business and Professions Code
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            1   Section 19607.3(i).  I want you to adjudicate this.  You



            2   have the power to act as an arbitrator to adjudicate this



            3   thing, and I don't think that you should approve anything



            4   that comes up at this late date.



            5             You have said the November 1st date, you are



            6   going to excuse that.  And I think that's a wise decision



            7   because nobody had time to do anything by November 1st.



            8   We've got time now, and what I am suggesting to you is



            9   don't put this plan in place that denies people that own



           10   horses and trainers that own horses the right to properly



           11   train their horses.  Keep Pleasanton open, raise it to



           12   2 percent, and then as a board, whether you hold hearings,



           13   whether you hold meetings, whatever you do, adjudicate



           14   this as a board.  Have hearings, let people come in.  Let



           15   people explain the problem.  Don't just call it a review.



           16             What has been presented to you is -- should be



           17   given more study and be more careful, and I think that in



           18   the interim if you just raise the 2 percent -- to



           19   2 percent, keep Pleasanton open, allow the industry to



           20   survive, and then take your time and look at this very



           21   carefully and work out a plan.



           22             CHAIRMAN WINNER:  Thank you.



           23             MR. BROWN:  I hope you will do that.



           24             CHAIRMAN WINNER:  Thank you, Mr. Brown.



           25             I want to stress one more time that what is
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            1   before us is simply the ability to review.  There is no



            2   action item on the agenda, and therefore, there's no



            3   action we can take on this matter, unless we choose to put



            4   it on the agenda for another meeting.



            5             Mr. Hoban.



            6             MR. BROWN:  May I reply to that just very, very



            7   quickly.  You have the authority as the Board --



            8             CHAIRMAN WINNER:  Yes.



            9             MR. BROWN:  -- to adjudicate this issue.  And if



           10   you say there's no action item to be taken that means that



           11   you are going to allow something to happen.



           12             CHAIRMAN WINNER:  There's no action item,



           13   Mr. Brown, because it hasn't been agendaed.  If we were



           14   going to take an action at this meeting, we would have had



           15   to agenda it so that those people who wanted to



           16   participate in the discussion in the public, besides those



           17   who are here, would have had the opportunity to do that.



           18   There's no action item on the agenda; therefore, we can't



           19   take an action.



           20             MR. BROWN:  Oh, I'm not asking you to take --



           21   what I'm asking you to do is set an agenda item.



           22             CHAIRMAN WINNER:  We might -- we might -- we may



           23   choose to do that.



           24             MR. BROWN:  Thank you.



           25             CHAIRMAN WINNER:  Thank you.
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            1             Mr. Hoban.



            2             MR. HOBAN:  Good morning.  Jerome Hoban, Alameda



            3   County Fair representing also the Oak Tree Partnership and



            4   CARF.



            5             Commissioners, thank you for hearing this today



            6   as a review.  For the last two years, the racing industry



            7   has diligently worked to pass legislation or amendment to



            8   legislation that it would allow, hopefully, a permanent



            9   fix to the deficits that were created in the North and the



           10   South for vanning and stabling.



           11             At one point, there was legislation that was



           12   brought forward by the South that ultimately was not moved



           13   forward and CARF picked up the ball and ran with it for



           14   the good of racing, North and South.  Southern California,



           15   though, has enacted that new legislation and increased the



           16   takeout to 2 percent to solve the stabling and vanning



           17   issue in the South.



           18             In the North, however, we have been met with an



           19   unintended consequence.  And I believe that the reason in



           20   the South they did not receive that is because the



           21   distribution of race dates, the generation of the vanning



           22   and stabling funds are more distributed equally among



           23   organizations.  In the North, we have nine months of



           24   racing with Golden Gate Fields, three months of racing



           25   with CARF fairs, and therefore, you can see we have been

�

                                                                       130











            1   talking about leverage all day.  There's an extreme amount



            2   of leverage that Golden Gate Fields has over this fund.



            3             It also has been stated that the deficit that



            4   was created was created during the summer when fairs were



            5   racing.  I take exception to that.  It was created at that



            6   time; however, it is because the pooled group or the



            7   committee that governs this or administers these funds



            8   collectively decided it was in the best interest of racing



            9   to keep Golden Gate Fields open at 19 -- or $16,900 a day



           10   for the good of all of Northern California racing.



           11   Certainly, the fairs have enough stables to handle all of



           12   the horses in the North at any given time.  So it was for



           13   the good of racing that this committee voted and allowed



           14   the stabling to operate in that fashion.



           15             When we talk about whether this should be -- the



           16   debt should retroactively now be split in some 50/50,



           17   30/70, what have you, is a retroactive assigning of the



           18   deficit and that to me is what is inappropriate, because



           19   the decision was made in a different circumstance by all



           20   three members, just as this decision that is -- has been



           21   voted last Saturday.



           22             So I would also like to point out that the only



           23   reason this is happening is because in the North with nine



           24   months of racing at Golden Gate Fields gives the ability



           25   for Golden Gate Fields to do a money grab.  Essentially,
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            1   the money that could be used for the betterment of the



            2   entire racing industry, now half of that vanning and



            3   stabling fund that would be generated will go to the



            4   profits of Golden Gate Fields instead of being used for



            5   the entire industry.



            6             Also, it has been said that this is money earned



            7   by Golden Gate Fields.  I would also submit that the



            8   lion's share of satellite wagering facilities or off-track



            9   betting is at fairs, the network of fairs that CARF



           10   supports.  So the money that goes into this pot is



           11   actually coming from the satellite wagering facilities



           12   supported by CARF racing fairs.



           13             I believe that this is a very detrimental



           14   proposal that is not necessarily before you for decision



           15   today but for review.  It is going to be a huge detriment



           16   to fairs in general, and CARF has put together and put



           17   forward a proposal that is reasonable.  It would allow --



           18   it is readily understood that we have to do something



           19   financially for the vanning and stabling fund and that we



           20   probably need to look at a seasonal closure of Pleasanton,



           21   but to close Pleasanton all but two months of the year is



           22   an extreme move in Northern California.  A sixth-month or



           23   a seventh-month opening of Pleasanton would be far more



           24   reasonable and stair-stepping into paying off the deficit.



           25   The CARF proposal does both.  It actually creates a
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            1   surplus.



            2             So with that said, I would respectfully request



            3   that the Board place an action item on the agenda in



            4   January to adjudicate under 19607.3(i) and, hopefully,



            5   please conduct a meeting in Northern California where the



            6   affected folks are.  I would also be available for



            7   questions as the landlord of Pleasanton.



            8             CHAIRMAN WINNER:  Thank you.



            9             Does anybody here want to respond to any of the



           10   points that have been made up to this point?  No?  No.



           11   Okay.  Go ahead, please.



           12             Commissioner Krikorian.



           13             COMMISSIONER KRIKORIAN:  Just to confirm that



           14   moving forward the Board does have the right to review



           15   this as we go along; so if it is not working well in the



           16   summer, you know, through the year, things could change



           17   moving forward; is that correct?



           18             MR. MORRIS:  Joe Morris from Golden Gate.  I



           19   believe in the motion there was a set date of March that



           20   you were going to review that.



           21             CHAIRMAN WINNER:  I'm sorry?



           22             MR. MORRIS:  At the last meeting when we



           23   discussed all this, I believe you put a motion -- part of



           24   the motion was it would be reviewed in March, which would



           25   have given us a few months to try this.
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            1             CHAIRMAN WINNER:  Yeah.  And it was either March



            2   or April.  I'm not quite sure.



            3             MR. MORRIS:  Somewhere in there.



            4             CHAIRMAN WINNER:  Yeah.



            5             COMMISSIONER KRIKORIAN:  It would seem to me,



            6   even if we --



            7             CHAIRMAN WINNER:  I mean we have the right to



            8   review it anytime.



            9             MR. MORRIS:  Anytime.



           10             COMMISSIONER KRIKORIAN:  Right.  That's my



           11   point.



           12             CHAIRMAN WINNER:  Yeah.  I mean the problem is,



           13   to some degree the points that are being made here,



           14   whether they are -- however you view the arguments that



           15   are being made on all sides of this issue, the decision



           16   was made by the State legislature to give stabling and



           17   vanning this authority, and the decision was made by the



           18   State legislature how to -- how the decision would be made



           19   within Stabling and Vanning.  And that decision was made



           20   by Stabling and Vanning.



           21             Now, because of the issue of best interest in



           22   racing, we have the right to review it, which we do have,



           23   and we have the right in some ways to essentially, in the



           24   best interest of racing, to adjudicate it if we so choose



           25   to put that on the agenda and go through the process of
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            1   holding hearings, et cetera, et cetera.  But under the



            2   statute, the law, Stabling and Vanning took the position



            3   that they took and they are here to tell us what that



            4   position is and for us to review it.  And as Mr. Morris



            5   said, we decided at the last meeting, whenever it was,



            6   that we would review it again in March to see how this



            7   process works -- or April, whatever.



            8             MR. MORRIS:  I think the review --



            9             EXECUTIVE DIRECTOR BAEDEKER:  I think the review



           10   was in the context of your application for a race meet at



           11   Golden Gate Fields and the capacity of stalls, whether or



           12   not that was sufficient --



           13             CHAIRMAN WINNER:  Correct.



           14             EXECUTIVE DIRECTOR BAEDEKER:  -- for stabling.



           15             CHAIRMAN WINNER:  Correct.  And remember what we



           16   did at the meeting was we didn't make a decision whether



           17   or not to open or close Pleasanton or anybody else.  That



           18   is not what we did.  What we did was what the law required



           19   us to do, which is what we had the authority to do which



           20   was to determine if there would be enough stalls available



           21   for the horses that would be racing at Santa -- at Golden



           22   Gate at that time, and we determined, based on the



           23   information that was given to us, that there was.



           24             Now, that is not -- it is not that we, as some



           25   have said in the media, that we closed -- we determined to
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            1   close Pleasanton.  That's not what happened at all.  First



            2   of all, nobody has determined to close Pleasanton.  It's a



            3   question of who pays to keep it open.  But furthermore,



            4   that wasn't what we did.  That wasn't what we voted on.



            5             What we voted on was whether or not there would



            6   be enough sufficient stalls to run the race meet that was



            7   being -- the license was being applied for at Golden Gate.



            8   And that's what we voted on.  So I don't think there's



            9   much more to say on this unless anyone on the panel -- any



           10   of the members, commissioners, would like to say anything



           11   beyond what has already been said.  This was -- the



           12   purpose of this was to -- was for review and discussion



           13   and that's what we have done.



           14             COMMISSIONER AUERBACH:  The only thing I would



           15   like to add is, I have heard a lot of people come up and



           16   speak with us today, which is you are right and we



           17   encourage you to do it.  But I want to stress to you that



           18   none of us takes this lightly, and I have heard us being



           19   lectured by everybody on all sides of the issue.  I am



           20   kind of used to it, but I would like the general public to



           21   understand how seriously we take our responsibility and to



           22   assure everybody that we do not do anything lightly, and



           23   let's just leave it at that.



           24             CHAIRMAN WINNER:  Thank you.  Okay.



           25             Going on to the next item --
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            1             MR. MILLER:  Mr. Chairman --



            2             CHAIRMAN WINNER:  Yes.



            3             MR. MILLER:  -- the court reporter has been at



            4   it for three hours, and she needs a break.



            5             CHAIRMAN WINNER:  Oh, I think that's reasonable.



            6   I think there are others probably need it to.



            7             Okay.  So we will adjourn -- we will recess for



            8   ten minutes.



            9             (A recess was taken from 12:45 p.m.



           10              to 1:03 p.m.)



           11             CHAIRMAN WINNER:  Okay.  We're going to -- we're



           12   going to restart.



           13             Okay.  Will everybody please have your seat.



           14   Take your seats, everybody that's left, or anybody that's



           15   left.  Take your seats.  If there is nobody here, we can



           16   get through some of these things pretty quickly.



           17             Let me announce before we go on that the meeting



           18   in January will now be January what?



           19             EXECUTIVE DIRECTOR BAEDEKER:  26th.



           20             CHAIRMAN WINNER:  January 26th.  We'll send out



           21   a notice, but the meeting in January will be January 26th,



           22   yeah, at Santa Anita.



           23             All right.  Moving right along, No. 8 on the



           24   agenda:  Discussion and action by the Board regarding the



           25   request for approval -- can we have a little quiet,
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            1   please.



            2             Discussion and action by the Board regarding the



            3   request for approval of the continuation of the



            4   0.50 percent distribution to the Southern California



            5   Stabling and Vanning fund from the advance deposit



            6   wagering hosted by thoroughbred racing associations and



            7   racing fairs conducting racing in the Central and Southern



            8   zones for the period commencing December 26, 2016, through



            9   December 31, 2017, as permitted under Business and



           10   Professions Code Section 19604(f)(5)(E).



           11             Any discussion on this item?



           12             All right.  Is there a motion?



           13             Commissioner Solis moves.  Commissioner Auerbach



           14   seconds.



           15             How do you vote, Commissioner Solis?



           16             COMMISSIONER SOLIS:  Yes.



           17             CHAIRMAN WINNER:  Commissioner Krikorian?



           18             COMMISSIONER KRIKORIAN:  Yes.



           19             CHAIRMAN WINNER:  Commissioner Winner votes yes.



           20             Commissioner Auerbach?



           21             COMMISSIONER AUERBACH:  Yes.



           22             CHAIRMAN WINNER:  Votes yes.  The motion



           23   carries.



           24             Item No. 9:  Discussion and action by the Board



           25   regarding the request from Northern California Off Track
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            1   Wagering Inc. (NCOTWINC) to continue the modification of



            2   the distribution of market access fees from advance



            3   deposit wagering at a rate of 2.9 percent as permitted



            4   under Business and Professions Code Section 19604(f)(5)(E)



            5   for wagering conducted by thoroughbred associations in the



            6   Northern zone during calendar year 2017.



            7             Any discussion on this item?  Is there a motion?



            8             Commissioner Krikorian moves.  Commissioner



            9   Solis seconds.  How do you vote?



           10             Commissioner Auerbach --



           11             COMMISSIONER AUERBACH:  Yes.



           12             CHAIRMAN WINNER:  -- votes yes.  Commissioner



           13   Winner votes yes.  Commissioner Krikorian --



           14             COMMISSIONER KRIKORIAN:  Yes.



           15             CHAIRMAN WINNER:  And Commissioner Solis?



           16             COMMISSIONER SOLIS:  Yes.



           17             CHAIRMAN WINNER:  Motion carries unanimously.



           18             Moving on, Item No. 10:  Discussion and action



           19   by the Board regarding the request from Southern



           20   California Off Track Wagering Inc. (SCOTWINC) to continue



           21   the modification of the distribution of market access fees



           22   from advance deposit wagering (ADW) at a rate of 2.9



           23   percent as permitted under Business and Professions Code



           24   Section 19604(f)(5)(E) for wagering conducted by



           25   thoroughbred associations in the Southern zone during
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            1   calendar year 2017.



            2             Any discussion on this item?



            3             Is there a motion?



            4             Commissioner Krikorian moves.  Commissioner



            5   Solis seconds.



            6             How do you vote, Commissioner Auerbach?



            7             COMMISSIONER AUERBACH:  Yes.



            8             CHAIRMAN WINNER:  Commissioner Auerbach votes



            9   yes.  Commissioner Winner votes yes.



           10             Commissioner Krikorian?



           11             COMMISSIONER KRIKORIAN:  Yes.



           12             Commissioner Krikorian votes yes.



           13             Commissioner Solis?



           14             COMMISSIONER SOLIS:  Yes.



           15             CHAIRMAN WINNER:  Commissioner Solis votes yes.



           16             The motion carries unanimously.



           17             Report from the Medication, Safety and Welfare



           18   Committee.  Commissioner Auerbach.



           19             COMMISSIONER AUERBACH:  Okay.  We had our



           20   meeting yesterday afternoon here, and the first item was



           21   the discussion of proposed amendment to rename and



           22   construction of riding crop used in the training.



           23   Basically, it's to always keep everything the same through



           24   all the regulations so that when we refer to a whip we are



           25   no longer going to refer to the whip, we are going to
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            1   refer to the riding crop.



            2             And then the second item was discussion and



            3   proposed amendment to apply the same provisions for use of



            4   the riding crop during races to training, and just a



            5   little bit more detail on this one.



            6             Commissioner Solis said that the amendment will



            7   cause some initial problems for exercise riders but he



            8   believes they will eventually adapt and comply.



            9             Alan Balch said he anticipates a problem with



           10   enforcing the three-strike provision in training and he



           11   suggested we need more time to work out the details.



           12             Rick Baedeker said the proposal contains simple,



           13   straightforward language and should be put out for 45-day



           14   public comment, and I agreed with him and that is what we



           15   would like to do.



           16             In short, what we are saying is we want to see



           17   the same regulations during training hours that we have



           18   during races.  During races we only permit three strikes



           19   with the crop, and we want to see the same restriction



           20   when a horse works.  We don't want to see excessive use of



           21   the crop at any time at the track.



           22             Item No. 3 is the discussion of proposal to



           23   apply the same threshold limits for timed workouts as



           24   currently enforced in racing for certain drugs.  And I



           25   said that I never understood why there was a different
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            1   standard between the drugs used during training and the



            2   drugs used during racing.



            3             And Rick Baedeker said that this will be an



            4   extension of outer -- out-of-state -- out-of-competition



            5   testing program and that it will be done randomly on



            6   horses that work in the morning.



            7             And Dr. Arthur said horsemen already are



            8   applying some of the standards for horses working to get



            9   off the vets' list.  However, the proposal falls short of



           10   applying all the restrictions to training that exists for



           11   horses in racing.



           12             Alan Balch said the trainers are likely to have



           13   more questions as the process continues.  What the



           14   committee did approve and what we do recommend to the



           15   Board is that all three of these proposals go out for



           16   45-day public comment period and that's as brief as I can



           17   make it.



           18             CHAIRMAN WINNER:  Thank you.



           19             COMMISSIONER AUERBACH:  Unless anybody has any



           20   specific questions.



           21             CHAIRMAN WINNER:  Thank you.  Thank you very



           22   much, Commissioner Auerbach.



           23             So we then go to -- oh, I think Alan Balch



           24   submitted a card to discuss on this item.



           25             MR. BALCH:  Alan Balch, California Thoroughbred
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            1   Trainers.



            2             Mr. Chairman, Madam Chairwoman of the Committee,



            3   thank you for the opportunity to speak just a few minutes.



            4   I thought I should speak now rather than on the individual



            5   rules.  I do agree with the report as it was given.



            6             As you will recall, I did make the points that I



            7   am concerned about, this going forward into a 45-day



            8   period.  We have had this discussion so many times about



            9   the fastest, most efficient way to get rules done.  And I



           10   don't -- if we ask for it to be delayed, then we are



           11   accused of being against it.  But I would respectfully



           12   suggest is that when new ideas like this or old ideas that



           13   have been discussed from time to time get ready to come



           14   forward it would be great if we could talk staff to staff



           15   prior to the language being presented even to the



           16   Committee.



           17             And on my way back last night I was thinking



           18   about what Counsel Miller had said, that, you know, you



           19   have to recognize we're a public body, we're under the



           20   open meetings act, we've got to discuss these things in



           21   the open.  That is absolutely correct as far as the Board



           22   and the committees go, but I don't think there's any



           23   prohibition of staff talking to staff:  Racing board



           24   staff, CTT staff, TOC staff, whoever it might be, so we



           25   could try to get this language tied down and have our
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            1   practical questions answered before it even goes to the



            2   committee.  I think that would be something that would be



            3   a great step forward in the future if we could do that,



            4   because I am always concerned about these unintended



            5   consequences knowing that we do feel a sense of urgency to



            6   move forward with these things, but let's get the problems



            7   ironed out before it goes into the OAL process.



            8             That's my plea.  Thank you.



            9             CHAIRMAN WINNER:  Thank you.



           10             EXECUTIVE DIRECTOR BAEDEKER:  Just a comment on



           11   that, Alan.  I mean it was before the Committee yesterday.



           12   It could very well have been that the Committee would have



           13   come to this Board and recommended that it be delayed and



           14   go through additional processes.  So if the process is in



           15   place, we also have to be careful about picking off



           16   certain entities to have prediscussions with in



           17   formulating the rules.



           18             And the other thing is, frankly, that, you know,



           19   staff kind of goes to one thing and crosses it off the



           20   list and goes right to the next thing, and whereas it is



           21   very reasonable what you are talking about, and I hope we



           22   can do it in the future, but there certainly are



           23   limitations as to how much of this work we can get done.



           24             MR. BALCH:  Of course.  We understand that.



           25   Thank you.
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            1             CHAIRMAN WINNER:  Thank you.



            2             All right.  So the item on the agenda, then, is



            3   Item No. 12:  Discussion and action by the Board regarding



            4   the proposed amendment to CHRB Rule 1685, Equipment



            5   Requirement, to change "whip" to "riding crop," and to



            6   require that riding crops used during training meet the



            7   same regulatory standards as riding crops used during the



            8   running of a race.



            9             Is there any discussion on this item other than



           10   the discussion -- other than the explanation given by



           11   Commissioner Auerbach a moment ago?



           12             Is there a motion?



           13             Commissioner Auerbach moves.  Commissioner Solis



           14   seconds.



           15             Commissioner Solis, how do you vote?



           16             COMMISSIONER SOLIS:  Yes.



           17             CHAIRMAN WINNER:  Commissioner Krikorian?



           18             COMMISSIONER KRIKORIAN:  Yes.



           19             CHAIRMAN WINNER:  Commissioner Winner votes yes.



           20   Commissioner Auerbach --



           21             COMMISSIONER AUERBACH:  Yes.



           22             CHAIRMAN WINNER:  -- votes yes.



           23             It's passed unanimously.  I think it is a very



           24   good change.



           25             Discussion and action by the Board regarding the
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            1   proposed amendment to CHRB Rule 1688, Use of Riding Crop,



            2   to apply its provisions to training in addition to racing.



            3             Any discussion on this item?



            4             Commissioner Auerbach moves.  Commissioner Solis



            5   seconds.



            6             How do you vote, Commissioner Solis?



            7             COMMISSIONER SOLIS:  Yes.



            8             CHAIRMAN WINNER:  Commissioner Solis votes yes.



            9             Commissioner Krikorian?



           10             COMMISSIONER KRIKORIAN:  Yes.



           11             CHAIRMAN WINNER:  Chairman votes yes.



           12             Commissioner Auerbach votes yes.



           13             COMMISSIONER AUERBACH:  Yes.



           14             CHAIRMAN WINNER:  Another very good change, in



           15   my judgment.



           16             Number 14:  Discussion and action by the Board



           17   regarding the proposed addition to CHRB Rule 1868,



           18   Authorized Medication During Workouts, to establish



           19   threshold limits for the presence of certain drug



           20   substances and medications in official test samples taken



           21   from horses after they complete a timed workout.



           22             Is there any discussion on this item?



           23             Commissioner Solis moves.  Commissioner Auerbach



           24   seconds.



           25             How do you vote, Commissioner Auerbach?
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            1             COMMISSIONER AUERBACH:  Yes.



            2             CHAIRMAN WINNER:  Commissioner Winner votes yes.



            3             Commissioner Krikorian?



            4             COMMISSIONER KRIKORIAN:  Yes.



            5             CHAIRMAN WINNER:  Commissioner Solis?



            6             COMMISSIONER SOLIS:  Yes.



            7             CHAIRMAN WINNER:  This passes.  I congratulate



            8   the Committee for doing a super job, and I really



            9   support -- strongly support all three of these rule



           10   changes.



           11             COMMISSIONER AUERBACH:  Credit goes to Staff.



           12             CHAIRMAN WINNER:  Credit to Staff.  Thank you,



           13   Staff.



           14             COMMISSIONER AUERBACH:  Yeah.  They did.



           15             CHAIRMAN WINNER:  Report from the Pari-mutuel



           16   and Wagering Committee.



           17             Mr. Krikorian.  Don't chastise anybody.  Be



           18   careful.



           19             COMMISSIONER KRIKORIAN:  Well, we met yesterday



           20   and we discussed three different matters regarding ADW



           21   issues.  And the first one was auditing.



           22             First, Mark Thurman, with CRIMS, summarized the



           23   auditing procedures for advance deposit wagering.  He said



           24   CRIMS downloads data from the totalizator system and the



           25   ADW companies on a daily basis and reconciles the two.
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            1   Then CRIMS applies all the variables, such as breed, time



            2   of day, contractual agreements in calculating the



            3   distributions.  Thurman described the ADW as the most



            4   complex of all distributions.  The standard amount CRIMS



            5   charges the ADW companies for reconciliation -- ADW is



            6   $3000 a month.  Some ADWs do not have -- excuse me, have



            7   not been paying that amount, and Thurman said he would



            8   prefer to have a direct contract with the ADWs.



            9             Thurman said CRIMS has a $1.5 million budget



           10   deficit for the work it does in California.  So it does



           11   other work outside and that creates profits to help cover



           12   the shortfall in their budget.



           13             Responding to a question from Rick Baedeker,



           14   Counsel Bob Miller said the Board has the authority to



           15   mandate as a condition of licensure that ADWs contract



           16   with CRIMS or any other company designated by the CHRB



           17   requiring equal payment for equal work.



           18             Scott Daruty of Monarch, which negotiates hub



           19   agreements with ADW matters for all of California



           20   racetracks, said California has by far the best ADW model



           21   in the country that provides the most revenue to



           22   California stakeholders and therefore we need to be



           23   careful when making decisions affecting ADW finances.



           24             Brad Blackwell with TwinSpires echoed Daruty's



           25   remarks and suggested that operating in California is
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            1   getting to the point where it is no longer profitable.



            2             Greg Avioli said the TOC does not necessarily



            3   believe that ADWs are not operating profitably in



            4   California and if an ADW cannot reach agreement with



            5   California interests then they shouldn't be doing business



            6   in California.



            7             Francisco Gonzalez, Chief Auditor for the CHRB,



            8   said there was a need for ADW companies to provide



            9   financial data to the CHRB on a timely basis for a CHRB



           10   audit.  He said the Board needs better information on the



           11   amount of interest being generated on accounts to be



           12   certain that money is being distributed properly in



           13   compliance with the statute.



           14             Chairman Winner pointed to uncollected balances



           15   and inactive ADW accounts as another significant issue and



           16   asked the Board -- and asked if the Board has authority to



           17   dictate how those balances are distributed.



           18             Counsel Phil Laird said this matter is not



           19   addressed in the law or regulations.



           20             Rick Baedeker said Staff will draft language for



           21   consideration by the Board at the January meeting to deal



           22   with all of these issues in a fair way.



           23             There was a discussion and action on proposals



           24   for all licensed California ADWs to contribute more to the



           25   racing industry in California.  Rick Baedeker noted that
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            1   racetracks are required by statute to distribute a small



            2   percentage of total handle to charitable causes.  He asked



            3   whether it might be appropriate for ADWs to do the same.



            4             John Valenzuela, president of the Pari-mutuel



            5   Employees Guild Local 280, stressed the need for ADWs to



            6   provide jobs for California workers.  Specifically, he is



            7   asking ADWs for eight new full-time jobs for Local 280



            8   clerks.



            9             Chairman Winner noted the law does not require



           10   ADWs to provide such jobs.  So the CHRB cannot require



           11   ADWs to provide jobs as a condition of licensure.



           12             Chairman Winner set the issue by saying that ADW



           13   companies are paid 5 percent of the handle as there's a



           14   hub fee.  He asked what are you going to do with that



           15   nickel to help California racing.



           16             John Hindman essentially described TVG generated



           17   handle and operations, particularly the television network



           18   as their contribution to California.



           19             Eric Sindler with Xpressbet said the Stronach



           20   Group contributes greatly to the jockey retirement plan,



           21   backstretch pensions, and other worthwhile causes.



           22             Daruty also, with Xpressbet, said those



           23   deductions amount to 0.295 percent of their nickel.



           24             Brad Blackwell said TwinSpires makes numerous



           25   additional contributions to California, such as sending
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            1   signals into California below market value, which he said



            2   greatly benefits California.  He said they invest millions



            3   in advertising, which also benefits California and he



            4   noted that California receives a significant share of the



            5   takeout on bets made by California bettors on races



            6   outside of California.



            7             Ben Kenny of Watch and Wager said in addition to



            8   the contributions cited by Xpressbet, they are a big



            9   supporter of the aftercare for standardbreds.



           10             John Ford said BetAmerica provides jobs to



           11   California workers.



           12             Chairman Winner reminded everyone that they were



           13   asked to tell the Board what additional voluntary steps



           14   they would take to benefit California.  He said no one had



           15   done that.



           16             In response, John Ford said BetAmerica would be



           17   willing to give to charities.



           18             Rick Baedeker explained that growth of ADW has



           19   come partly at the expense of on-track handle and that



           20   important programs such as equine drug testing at the



           21   Maddy Laboratory have seen their revenues drop that is



           22   based on a percentage of handle at brick-and-motor sites.



           23             Avioli suggested that ADWs do not seem willing



           24   to give more voluntarily so it will be up to the TOC to



           25   negotiate for such matters in its contracts with the
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            1   individual ADWs.  He specifically mentioned geolocating in



            2   order for California stakeholders to receive their fare



            3   share of ADW wagers made by patrons located at host



            4   tracks.  He indicated that TOC has made such an agreement



            5   with Xpressbet and TVG.



            6             And I asked Staff to come up with



            7   recommendations to accomplish the stated goals, and



            8   Chairman Winner said the recommendations should include a



            9   requirement for ADW companies to provide the Board with



           10   profit and loss statements on California operations.  And



           11   based on testimony at the meeting, he asked Staff to



           12   consider each individual ADW operation separately by



           13   taking into account such as things size, handle, and



           14   investments in California.



           15             That is the end of my report.



           16             CHAIRMAN WINNER:  Thank you very much,



           17   Commissioner Krikorian.



           18             COMMISSIONER KRIKORIAN:  I'll go back to sleep,



           19   now.



           20             CHAIRMAN WINNER:  Any comments?  Any comments on



           21   the report from the Committee?



           22             All right.  Then we will move on to Item 16:



           23             Discussion and action by the Board regarding the



           24   presentation from the California licensed advance deposit



           25   wagering ADW providers (NewCo Ventures North America, LLC,
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            1   dba NYRAbets.com; Lien Games Racing LLC, Churchill Downs



            2   Technology Initiative Company, dba TwinSpires.com; Watch



            3   and Wager.com., LLC; XpressBet, LLC, and ODS Technologies,



            4   L.P., dba TVG regarding proposals for ADW companies to



            5   contribute to the racing industry in California.



            6             I'm not exact -- there's no -- I'm not exactly



            7   sure what the action is.



            8             EXECUTIVE DIRECTOR BAEDEKER:  Good point.  I



            9   don't think there is any action to be taken unless some --



           10   anyone from the ADWs would like to come forward and offer



           11   a plan or a proposal?



           12             CHAIRMAN WINNER:  What I don't see here is



           13   that -- and maybe I am mistaken, but I thought that we



           14   granted the license through January to the ADWs.



           15             EXECUTIVE DIRECTOR BAEDEKER:  We did that, and



           16   we said at the time that the licenses would be back on the



           17   agenda in January.



           18             CHAIRMAN WINNER:  Okay.  So there is no action



           19   to be taken.  There is -- I do have a request by



           20   John Valenzuela to speak on this issue.



           21             So John, would you like to speak?



           22             MR. VALENZUELA:  If I may, I don't think the



           23   other Committee members or commissioners got a copy of the



           24   letter.  May I give it to you?



           25             CHAIRMAN WINNER:  Sure.
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            1             MR. VALENZUELA:  Okay.  Well, good afternoon,



            2   Commissioners, Executive Director, Chairman, everybody



            3   else.  I am here representing Local 280.



            4             My name is John Valenzuela, and I am president



            5   of PMEG, Local 280, labor for the whole state of



            6   California when it comes to --



            7             CHAIRMAN WINNER:  John, I am going to have to



            8   interrupt you.



            9             MR. VALENZUELA:  Yes, sir.



           10             CHAIRMAN WINNER:  I am going to give you a few



           11   minutes here so keep it brief, but, in fact, you are



           12   speaking on an item that isn't agendaed.  The item agenda



           13   talks about what the ADWs are going to do for racing in



           14   California.  It doesn't deal with jobs or labor issues.



           15             MR. VALENZUELA:  Okay.  I think the reason why



           16   I'm addressing this is because you are asking for how they



           17   can benefit the industry.  By providing jobs to employees



           18   here at the state of California is that you provide a job



           19   for -- one of our members becomes a taxpayer; a taxpayer



           20   is a consumer.  And what's good for racing is when you do



           21   have -- create taxpayers and consumers and the thing is



           22   that we are licensed by the State of California, and I



           23   know it is the Board is in a very difficult situation, but



           24   the bottom line is that you are the one that does finalize



           25   the licensing for these issues.  So when we ask for jobs,
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            1   it is for the better -- for the industry as a whole.



            2             So if I may, I would just like to read my letter



            3   for the record and then if that is okay with you.



            4             CHAIRMAN WINNER:  You don't have to read it.  We



            5   will put it in the record as written.



            6             MR. VALENZUELA:  Okay.



            7             CHAIRMAN WINNER:  If you don't mind.  I mean



            8   we'll include it in the record -- in the record of the



            9   meeting.



           10             MR. VALENZUELA:  Okay.  Well, to be brief,



           11   again, knowing after our conversation yesterday and



           12   being -- your statement is alluding that -- well,



           13   basically the statute states it can be conditional.



           14             Well, we understand that.  This proposal



           15   basically was a suggestion and asking if they were being



           16   willing to step up to the plate and offer jobs.  Now,



           17   everybody can take a position saying that we are, you



           18   know, trying to use it as leverage.



           19             Well, the bottom line is that we have had 15



           20   years of this issue about trying to get jobs from TVG,



           21   Xpressbet, and so on.  And because of the way the law has



           22   come today is for -- as it has evolved today, we are not



           23   able to get jobs, and we were part of the intent to create



           24   jobs from the beginning.



           25             I understand that where our conversation
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            1   yesterday, you know, Roger Licht was very, very adamant



            2   about how it was, you know.  The intent -- the jobs were



            3   supposed to be provided, and today, as we go further into



            4   this, it was originally three ADW companies to deal with.



            5   And now we are going to have seven, and going forward how



            6   many more?  And we're not getting jobs from anybody, but



            7   thank you for --



            8             CHAIRMAN WINNER:  Thank you.  Thank you, John.



            9             Again, just to make a point for those who



           10   weren't there at the meeting yesterday, I think -- I think



           11   it's fair to say that many members of the Board or members



           12   of the Board are sympathetic with the concern that you



           13   have and the request that you have for a whole lot of



           14   reasons, and that was expressed yesterday at the meeting.



           15             The fact is that the law that was passed



           16   requires card checking neutrality.  Your representatives



           17   were there when the law was passed in, whatever, 2002,



           18   whatever it was, and that's what the law requires.



           19   There's nothing in the law that requires us or even



           20   permits us to intervene in a contractual relationship



           21   between the companies and the union.



           22             I agree with you that what you were doing is



           23   requesting that the companies take jobs into consideration



           24   and the importance of California jobs.  Most of the jobs



           25   are in Oregon and other places that the ADWs have.  And
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            1   what you are requesting is California jobs.  And your



            2   request, I think, was for eight jobs.  But, again, that is



            3   something we can't mandate, but it certainly is a request



            4   that you can discuss with the various ADW companies.



            5             MR. VALENZUELA:  Well, just to give you -- we



            6   did pass out that letter, and basically it is a proposal.



            7   We haven't had any responses from anybody at this time.



            8   It is still out there.  Evidently this is not on the



            9   agenda for getting licensed.



           10             CHAIRMAN WINNER:  As I said yesterday, John, the



           11   proper place for you to have this discussion is probably



           12   at the legislative -- with the legislature.



           13             MR. VALENZUELA:  I just want to point out also



           14   by statute, if there was a contractural agreement with any



           15   of the ADW companies for jobs, we wouldn't be having the



           16   discussion because it basically exempts them from having



           17   to have a license --



           18             CHAIRMAN WINNER:  Right.



           19             MR. VALENZUELA:  It asks for a signature every



           20   year -- every two years.



           21             CHAIRMAN WINNER:  I understand.



           22             MR. VALENZUELA:  Thank you.



           23             CHAIRMAN WINNER:  Thank you very much.



           24             Tony Allevato.



           25             MR. ALLEVATO:  Tony Allevato, NYRAbets,
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            1   President.



            2             Just on a couple of matters.  First, on the



            3   geolocating, we have had talks with TOC in the past, just



            4   from a general standpoint, on what we thought could and



            5   couldn't work.  We also saw the proposal or the letter for



            6   the first time this week, but we don't really have any



            7   major issues with it.  We consider it, as you stated



            8   earlier, a TOC matter, not a Board matter at this point,



            9   and we anticipate working that out in advance to be able



           10   to take wagering at the -- for the Santa Anita meet which



           11   begins on December 26th; so we don't currently see that as



           12   an issue.



           13             And on the charitable donations issue, NYRA, of



           14   course, already makes many charitable donations to the



           15   racing industry, seven figures worth.  But having said



           16   that, we still think it is important to donate in the



           17   market that we are working in; so we will be, on our own,



           18   voluntarily making donations to the racetrack charities in



           19   California and we can come up with an agreed amount in the



           20   future.  And there are also other things that we can do



           21   for charities involving our simulcast shows and our TV



           22   shows that we do on Fox to promote those charities as



           23   well.



           24             CHAIRMAN WINNER:  Thank you very much.  We



           25   appreciate that very much, Tony, and I know that John also
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            1   yesterday on behalf of BetAmerica made the same point at



            2   the meeting yesterday.  I think that was discussed



            3   earlier, that BetAmerica would be making additional



            4   charitable contributions in California.



            5             And I have a card from John.  So you can



            6   either -- you can either say I'm wrong or not.



            7             MR. FORD:  No, no.  You are correct.  And I just



            8   wanted to reaffirm the discussion during the ADW committee



            9   meeting yesterday that the idea of designating charity



           10   days for ADWs, I think is a great idea, and we will be



           11   doing that the upcoming year, and based upon the



           12   discussion of the Winners Foundation yesterday, I think



           13   that is a great charity to contribute to, and so that will



           14   be our designated charity for 2017.



           15             CHAIRMAN WINNER:  Thank you very, very much.



           16             Anything else?  We don't have a closed session



           17   today, I believe.



           18             EXECUTIVE DIRECTOR BAEDEKER:  We do not.



           19             CHAIRMAN WINNER:  We do not.



           20             All right.  Is there a motion to adjourn?  I'm



           21   sorry.



           22             COMMISSIONER KRIKORIAN:  One question.



           23             CHAIRMAN WINNER:  Oh, I'm sorry.  I apologize.



           24             Commissioner Krikorian.



           25             COMMISSIONER KRIKORIAN:  Was there any action to
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            1   be taken on this?



            2             CHAIRMAN WINNER:  Other than to accept the



            3   gracious contributions from NYRA and BetAmerica, I don't



            4   know what --



            5             COMMISSIONER AUERBACH:  January --



            6             EXECUTIVE DIRECTOR BAEDEKER:  Yes, that's



            7   correct.  We list -- we list these things for discussion



            8   and action unless it is clear that there is no action to



            9   be taken so --



           10             COMMISSIONER KRIKORIAN:  All right.  I see.



           11             EXECUTIVE DIRECTOR BAEDEKER:  -- in this



           12   instance there really -- as it turns out there isn't any



           13   action.



           14             COMMISSIONER KRIKORIAN:  But you are going to be



           15   on the agenda again for January?



           16             EXECUTIVE DIRECTOR BAEDEKER:  For the license



           17   applications --



           18             CHAIRMAN WINNER:  For January, for the



           19   license --



           20             COMMISSIONER KRIKORIAN:  Right.



           21             Well, is that going to give them enough time



           22   then to provide us with the financial information we have



           23   been asking for?



           24             EXECUTIVE DIRECTOR BAEDEKER:  Yesterday -- we



           25   discussed yesterday that we would have an additional
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            1   agenda item for January presenting to the Board staff



            2   recommendations for audits that would be performed going



            3   forward, including which financial documents would be --



            4             COMMISSIONER KRIKORIAN:  Okay.  So we'll



            5   establish what we want at that meeting.  Got it.



            6             CHAIRMAN WINNER:  We didn't say we'd require



            7   them to have it for January.  We said we would -- the



            8   January meeting would set up the conditions.



            9             Okay.  Any other discussion?



           10             No?  Motion to adjourn?



           11             COMMISSIONER AUERBACH:  Oh, no, I want to stay.



           12   No.  Yes.



           13             CHAIRMAN WINNER:  Commissioner Auerbach moves,



           14   Commissioner Krikorian seconds.



           15             All in favor -- we have to have a roll call --



           16             COMMISSIONER AUERBACH:  Aye.



           17             COMMISSIONER KRIKORIAN:  Aye.



           18             COMMISSIONER SOLIS:  Aye.



           19             CHAIRMAN WINNER:  This meeting is adjourned.



           20   Thank you very much, everyone.



           21             (At 1:33 p.m., the proceedings were



           22              concluded.)



           23                             -o0o-



           24



           25
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            1   STATE OF CALIFORNIA     )

                                        ) ss.

            2   COUNTY OF LOS ANGELES   )



            3



            4          I, ANN BONNETTE, C.S.R. No. 6108, do hereby



            5   certify:



            6          That the foregoing meeting of the Regular Meeting



            7   of the California Horse Racing Board was taken before me



            8   at the time and place therein set forth and was taken down



            9   by me in shorthand and transcribed into computer-generated



           10   text under my direction and supervision; and I hereby



           11   certify the foregoing transcript of my shorthand notes so



           12   taken.



           13          I further certify that I am neither counsel for nor



           14   related to any party to said meeting nor in any way



           15   interested in the outcome thereof.



           16          IN WITNESS WHEREOF, I have hereunto subscribed my



           17   name this 22nd day of December, 2016.
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           22   __________________________



           23   ANN BONNETTE, CSR NO. 6108
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